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Nato prepared for 
Yugoslavia strikes 
witliin weeks 

Nato signalled It would carry out 
air strikes in Yugoslavia within 
weeks unless Slobodan Milos- 
evic, the country's president, 
complied with Wednesday’s 
United Nations resolution 
demanding a ceasefire and a 
negotiated solution to the crisis 
In Kosovo. Page 18; Bosnia 
hopes. Page 2 

France aims to boost EU role 
France wants to strengthen the 
European Union's political rale in 
stabilising world markets and 
overhauling the International 
Monetary Fund and World Bank. 
Page 18; Ministers divided over 
voice for euro, Page 2 

Britain and Iran to resume ties 
Britain and Iran struck a deal to 
exchange ambassadors after Iran 
said it would not threaten the life 
of author Salman Rushdie, under 
a fatwa - or death edict - since 
1989. Page 10 

Cad for Turiash minister to resign 
A Turkish left-wing opposition 
party that praps up prime minis- 
ter Mesut YUmaz's minority coali- 
tion threatened to topple the 
government if a cabinet minister 
linked to a security scandal did 
not quit. Page 3 

Spain set to approve draft budget 
Spain’s centre-right cabinet is set 
to approve a draft 1999 budget 
which aims to reduce the public 
deficit below the target set in the 
country's European convergence 
programme. Page 2 

Norway's PM returns to work 
The Norwegian prime minister, 

Kjell Magne Bondevik. ran into 
opposition charges that Iks gov- 
ernment was “weak and unsta- 
ble" when he returned to work 
after three-and-a-half weeks on 
sick leave for depression. Page 3 

Work! Bank sounds alarm 
The World Bank warned its 
shareholders that it might need a 
politically controversial capital 
Increase if it is to continue pro- 
viding emergency help to coun- 
tries facing financial crises. Page ! 
10 

Impeachment timetable outlined 
US congressmen outlined a rapid 
timetable to launch an impeach- 
ment inquiry into President BUI 
Clinton's conduct in the Monica 
Lewinsky affair, after the release 
of further unpublished evidence 
from the Starr investigation next 
week. Page 4 

Bght-year low for poverty to US 
US household incomes rose In 
1997 for the third straight year, 
taking poverty levels back to 
their lowest since 1989. the US 
Census Bureau reported. Pago 4 

Jang Invitation to Taiwan official 
China announced it had invited a 
senior Taiwanese representative 
for an unprecedented meeting 
with Jiang Zemin, president, on 
mainland Chinese soil. Pago 6 

Ma la ysia n PM co n ti nu es reform 
Mahathir Mohamad, Malaysia’s 
prime minister, moved further 
against internal dissent while 
pushing ahead with his overhaul 
of the economic system. Page 6 


Star alliance member 
SAS in deal with 
Singapore Airlines 

Scandinavian Airlines System, a 
leading member of the six-carrier 
Star alliance, is to sign a code- 
sharing agreement with Singa- 
pore Airlines in the latest tie-up 
in the consolidating airline indus- 
try. Page 18 

Diageo, LVMH and Gucci shares 
were hit as all three companies 
reported lower profits caused by 
turmoil in Asian markets. Page 
19; Lex. Page 18; Details, Page 
24; Gucci and LVMH results, 
Page 22 

KSB of Germany, Europe's 
second-biggest pump maker, 
may spend up to DMBOOm 
($474m) on acquisitions, mainly 
to boost its presence in the US. 
Page 23 

Deutsche Bank, Germany’s 
largest, said It had bought a 4.5 
per cent stake in Milan commer- 
cial bank Banca Commercials 
Italians for L700bn ($42Gm). 

Page 22 

Coca-Cola, US soft drinks group, 
is expected to warn that third- 
quarter volume and profits 
will be weaker than expected. 
Page 23 

Gnqm Santander of Spain cut 300 
investment banking jobs in Asia, 
New York and London. Page 22 

Store of Sweden and Finnish 
forestry products group Enso 
yesterday faced a further delay 
to their merger which would cre- 
ate the world’s largest paper 
mar;**rcti*er. Page 22 

NTT DoCoMo, Japanese mobile 
telecommunications group, con- 
firmed that the price range of its 
share issus would almost cer- 
tainly make It toe world's largest 
initial public offering. Page 21 

Yukos, one of Russia's largest ofl 
companies, hopes to restructure 
toe terms of the deal under 
which it has lost about 30 per 
cent of Its shares to foreign 
banks. Page 22 

DSM, Dutch chemicals and 
materials producer, is to buy 
back 7 per cent of its equity at a 
cost of FI 592.4m ((206m) at cur- 
rent prices. Page 22 

PubUcis shares rose 6.7 per cent 
i to FFr950 after toe French adver- 
I Using company announced a 54 
per cent rise to first-half net prof- 
its to FFr229m {(40.5m). 

Page 22 

Bidl, French electronics maker, 
said it would not match last 
year’s net profit of FFr603m 
($107m) because of a FFflbn 
staff redeployment and training 
programme. Page 22 

Banco Bilbao Vizcaya, Spanish 
banking group, acquired 100 per 
cent of Portuguese stock broker- 
age and fond manager Midas 
Investimentos. Page 22 

World Equity Markets 

The ttest trends and dab from more 
than 50 national a&kBb at a {panes 
Page 37 
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By Our I n ternational and 
Ftanctat Staff 

UBS, Europe’s largest bank, said 
yesterday it had written off 
SFr950zn (JS83m) on its invest- 
ment in Long-Term Capital Man- 
agement. the US hedge fund res- 
cued by 1& international banks, 
including the Swiss bank itself. 

UBS's charge, which Trill lead 
to an after-tax loss of up to 
SFr 1 bn in the third quarter, 
relates to its equity investment 
i in Long-Term Capital rather than 
its credit exposure. 

But its announcement is likely 
to increase pressure on banks 
from national regulators and 
stock markets to disclose their 
potential exposure to Long-Term 
Capita] and other hedge f unds 
Under the rescue agreement, 11 
hanks - Goldman Sachs, Merrill 


Kohl urges 
voters to 
shun ‘grand 
coalition’ 


By Ralph Atkins and Tobias Bock 
In Bonn 

Chancellor Helmut Kohl last 
night appealed to German voters 
not to support a “grand coali- 
tion” between his Christian Dem- 
ocratic Union and opposition 
Social Democrats. 

Mr KohL fighting for re-elec- 
tion after 16 years in office, said: 
“A grand coalition would be bad 
for Bonn because absolutely 
nothing would corns out of it” 

As the election campaign 
Hppraof-hpff a climax in next Sun- 
day's general election, Peter 
> Hintxe, CDU general secretary, 
predicted a “very close" result. 
Mr Hlntze sought to head-off 
speculation that Mr KnM accepts 
a “grand coafition’' as a likely 
outcome. 

“He wants to continue the cur- 
rent [centre-right] coalition.” said 
Mr Hlntze. “He regards a grand 
coalition as damaging - because 
all t he Social Democrat Party 
(SPD) contradictions would inter- 
fere with the work of government 
and hold everything up." 

Mr Kohl has ruled out heading 
a grand coalition himself. He was 
speaking last night in Munich 
and holds his final rally tonight 

in Main? 

The SPD claimed to be within 


Lynch. Morgan Stanley Dean 
Witter, Travelers, UBS, Credit 
Soisse First Boston, Barclays, 
Deutsche Morgan Grenfell, Chase 
Manhattan, BT Alex Brown and 
JJ*. Morgan - each agreed to put 
up S300m, while Soti&d Generate 
and Lehman Brothers contrib- 
uted $L25m and Paribas and 
Credit Agricole SlOOm. 

People Involved in the talks at 
the Federal Reserve Bank of New 
York said that while the expo- 
sure of some of these banks was 
sizeable - perhaps as much as 
$800m - some had relatively 
small exposure, in particular 
some of the noo-US banks. 

They participated to be “neigh- 
bourly”, according to one bank, 
who said US banks were far more 
concerned about the pressure 
from the Fed. “The Fed has a 
way of putting very soft pressure 


on you.” one hank said. Senior 
bankers in New York said they 
were reviewing their strategies 
for extending credit to hedge 
funds, admit ti n g that there bad 
been lapses in scrutiny. 

One banker said investment 
banks would have to be “more 
disciplined” in their dealings 
with hedge funds, which have 
become valuable clients. 

Many hedge funds are secretive 
and do not disclose their expo- 
sure to counterparties. However, 
many banks said that their expo- 
sure to hedge funds, including 
Long-Term Capital, was partly, 
largely or folly covered by collat- 
eral, leaving a confused picture 
of the extent of their exposure. 
Some were said to have stopped 
extending credit to some hedge 
funds. 

Pierre de Week, UBS's chief 


credit officer, said there was 
no thing unusual about its deci- 
sion not to disclose the size of its 
exposure unto now. However, he 
stressed that there were no more 
“black holes’* in UBS's portfolio 
which could equate to the dam- 
age caused by Long-Term Capi- 
tal. 

The investment was made by 
the old Union Bank of Switzer- 
land, before its merger with 
Swiss Bank Corporation. “One 
month ago [Long-Term Capital] 
was looking very different*, Mr 
de Week said. 

By Tracy Corrigan in New 
York. Christopher Broum-Humes 
and Clay Harris to London, and 
WiUiam Hall in Zurich 

Special report; Page 20 
Etitoriai Comment, Page 17 
Lex, Page 18 
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SPD mouse mat showing Helmut KoN with the slogan: 'Do you really want to quit this program?* 


"a few metres" of its goal - ti be 
the largest party in parliament 
and have Gerhard SchrBder, 
prime minister of Lower Saxony 
state, as Germany's chancellor. 

Although the SPD leads the 
CDU by only a few percentage 
points in opinion polls. Franz 
Mtintefering, general secretary, 
said there was a “dear prefer- 
ence” for Mr SchrOder over Mr 
Kohl. 

The SPD, which has cam- 
paigned on the themes of 
“innovation and social justice”, 
had closed ranks and not made 
any “decisive mistakes", Mr 
MQntefering said. Mr SchrOder 


holds his dosing rally in Berlin 
tonight 

Sunday's outcome will be 
shaped by decisions taken by the 
large numbers of undecided vot- 
ers - and also the performance or 
the smaller parties. 

If the Party of Democratic 
Socialism, the successor to East 
Germany's communist party, 
again wins seats in parliament it 
could prevent both Mr Kohl’s 
current coalition and a SPD/ 
Green party alliance from win- 
ning a majority of seats. The SPD 
has ruled out leading a coalition 
supported by the PDS. 

Tbe SPD has long argued that 


a “grand coalition" could thus be 
forced by Sunday’s result Earlier 
this week Mr Kohl also acknowl- 
edged that a “grand coalition” 
was possible in principle. 

Yesterday the chancellor's 
comments triggered criticism 
from the small Free Democratic 
Party, junior member of Mr 
Kohl’s coalition, which fears tbe 
CDU was playing into the SPD’s 
hands and undermining its own 
campaign. The FDP is fighting to 
jump the 5 per cent hurdle set to 
exclude extremists from parlia- 
ment 

Germany’s dead heat Page 16 


investors 

By WUilaro Lewis and Tracy Corrigan 
in New York 

Long-Term Capital Management, 
tbe hedge fond that was bailed 
out early yesterday by a consor- 
tium of mainly Wall Street firms 
tor $3.5bn. Is already planning to 
raise several billion dollars from 
new investors. 

According to people close to 
the crisis-hit hedge fund, after a 
period of “stabOhiatton” it will 
seek to raise more than (lJlhn 
and possibly up to $3bn. 

If successful, the investors 
would buy out several of the 16 
financial groups that are taking 
control of Long-Term Capital. 

Insiders insist that the posi- 
tions tbe fond holds - mainly in 
sovereign bonds of G7 govern- 
ments - will ultimately prove to 
be “exceptionally profitable" as 
market turbulence subsides. 
Long-Term Capital declined to 
comment 

Under the terms of the settle- 
ment, agreed in principle with 
tbe consortium, Long-Term Capi- 
tal will be able to request to buy 
the investors out as long as its 
net asset value is the same or 
more than at the time of the 
$3£bn equity infusion. 

The bail-out money is to be 
used to help the hedge fund avoid 
selling assets and being unable to 
meet margin calls. It is expected 
to remain Highly leveraged, with 
Its total market position 
described as being “in the tens of 
billions of dollars range". 

Once the agreement is signed, 
the hanks will own 90 per cent of 
tbe fond’s equity for an initial 
three years, although most say 
they hope to be bought out before 
then. Furthermore, the banks 
have an option to get 50 per cent 
of the management company for 
a nominal (1. “The objective is to 
return capital to participants as 
soon as possible,” said one partic- 
ipant 

The terms provide the consor- 
tium with fUH authority over the 
investment strategy, capitalisa- 
tion structure, credit and market 
risk management, compensation 
and “all other significant deci- 
sions". No further unsecured 
indebtedness win be permitted. 

Long-Term Capital does not 
intend to alter its arbitrage trad- 
ing strategy - buying one secu- 
rity while selling short (selling in 
the anticipation of a price 
decline) a related security and 
hoping to profit as the spread 
between the two converges. 


Court freezes $113m 
in two Russian banks 


By John THoroMB In Moscow 
and Ctay Kants In London 

Lehman Brothers, the US 
investment bank, has won a UK 
court order freezing S113m held 
by two Russian banks. 

Lehman’s move, which stepped 
up the war of wills between for- 
eign creditors and the Russian 
government, came as senior Rus- 
sian officials warned they might 
default on their external debt 
without further international 
support. They lashed out at 
“greedy" foreign banks which 
were demanding too much from 
restructuring of the government 
debt (GKO) market. 

One western banker, criticising 
the Russian government's 
defence of a 90-day moratorium, 
which has prevented creditors 
from winding op insolvent banks, 
said: “Everything that 1ms hap- 
pened today has sign i ficantly 
raised the temperature. Lehman's 
action is a test case and could 
just be the first of many. 

“So long as the Russian banks 
continue to stonewall their for- 
eign creditors with the collusion 
of tbe government then you can 
expect cases like this to continue 
to be introduced." 

Lehman’s legal action was not 
directly related to the squabble 
over Russia’s eff ec tive default on 
its domestic delft. Instead, it was 
acting on behalf of clients whose 
forward foreign exchange con- 
tracts were now in doubt because 
of Russian counterparties' 
unwillingness or inability to ful- 


fil their side of the bargain. Leh- 
man was granted injunctions in 
the High Court in London, freez- 
ing (87m at lnkombank and (26m 
at OneximbanK. 

Victor Gerashchenko, head of 
the central bank, said the govern- 
ment would continue to talk to 
Russian and foreign GKO holders 
about restructuring the frozen 
$40bn market 

The Russian authorities yester- 
day postponed, by a week, the 
deadline for accepting a previous 
restructuring deal which fell due 
today. 

But Mr Gerashchenko warned 
that, if "greedy” foreign banks 
pushed too hard, they risked los- | 
ing everything. 

Alexander Shokhln, first dep- 
uty prime minister, hinted that 
the government might like to 
renegotiate its recent Paris Club 
deal under which it restructured 
billions of dollars of Soviet-era 
sovereign debt. 

Mikhail Kasayanov, Russian 
deputy finance minister, in Paris 
yesterday to meet members of 
the dub of creditor nations, said 
his country had delayed $600m in 
interest payments on debt inher- 
ited from the former Soviet 
Union to Germany and other gov- 
ernments. 

S ep a r ately, international banks 
said they had been asked to join 
the Moscow Club, a group of 
GKO creditors formed by Mr 
Shokhin. 

Vodka monopoly, Rags 2 
Dresdflfif rogue trading, Page 19 
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West hopeful 
in face of 
Bosnia result 


By Buy Dfmnore in Banja Luka 

Western officials In Bosnia 
are increasingly confident 
they can isolate the new 
ultra-nationalist president of 
the Serb-controlled territory 
and push forward the peace 
process, despite what they 
consider a disastrous elec- 
tion result, expected to be 
announced today. 

The Organisation for Secu- 
rity and Co-operation in 
Europe (OSCE), which ran 
the September 12-13 polls, 
said results, delayed by tech- 
nical problems and power 
cuts, would be announced 
today. 

Diplomats have for several 
days already been saying 
that Blljana Plavsic, the 
western-backed Bosnian 
Serb president, has lost to 
Nikola Poplasen. leader of 
the ultra-nationalist Radical 
party. But it appears Mr 
Poplasen' s hardline alliance 

will not have enough seats 
in the Bosnian Serb assem- 
bly to form a government 
against the combined votes 
of Mrs Plavsic's moderate 
coalition and. a bloc of Mos- 
lem deputies. 

Milorad Dodik, the current 
western-backed prime minis- 


ter. told the FT that under 
the constitution, Mr Popla- 
sen would have two att- 
empts to form a government 
and. if he failed, fresh elec- 
tions would be held. The pro- 
cess could take some months. 

“I expect a parliamentary 
crisis here and hope for 
more support from the US.” 
Mr Dodik said. 

Diplomats were also 
encouraged that their moder- 
ate Socialist candidate, 
Zivko Radisic. was expected 
to defeat Momcilo Krajisnik, 
the hardline Serb representa- 
tive on Bosnia's joint three- 
man presidency. 

Robert Gelbard, the senior 
US envoy to the Balkans, 
and Carlos Westendorp, the 
international community's 
High Representative to Bos- 
nia. have had a series of cri- 
sis meetings with Mrs Plav- 
sic and Mr Dodik. Mr 
Gelbard said 5100m of US aid 
pledged to the Bosnian Serbs 
this year depended on their 
future policies. 

Mr Poplasen's party’s ulti- 
mate goal is the division of 
Bosnia and the creation of a 
“Greater Serbia”. Moslem 
and Croat refugees, driven 
by Serbs into what is now 
the Moslem-Croat federation. 



Nikola Poplasen; leader of me 
ultra-nationalist Radical party 

the other half of Bosnia, 
would not be encouraged to 
return, he warns. But Mr 
Poplasen has begun to mod- 
erate his language and said 
he was ready to co-operate 
with the international com- 
munity. 

Diplomats pointed out be 
would not have control of 
the media or most of the 
interior ministry loyal to Mr 
Dodik’s government. Should 
he blatantly obstruct the 
peace process. Mr Westen- 
dorp could even remove him. 

There is growing concern, 
however, about the impact 
on Bosnia of the conflict in 
Serbia’s Kosovo province. 

Should Nato carry out its 
threat and intervene against 
Serbian government forces, 
probably by flying over Bos- 
nian airspace, there is the 
danger of an anti-western 
backlash among Serbs. A 
Nato bombing campaign in 
Kosovo would probably 
destroy any chances of Mr 
Dodik being re-elected as 
prime minister. 


Ministers divided 
over voice for euro 


By Quentin Peel In Brussels 


The vexed question of who 
will speak for the euro-zone 
in international institutions 
is set to divide European 
Union finance ministers this 
weekend, pitting the big 
member states against the 
small, and leaving the Euro- 
pean Commission caught in 
the middle. 

Even as the ministers 
wrestle with the sweeping 
issue of what Europe sbould 
do to steady the world econ- 
omy. they seem set to dis- 
agree both on how to speak 
up for the euro, and whether 
they need to do so at all. 

The 15 EU finance minis- 
ters and their central bank 
governors are due to hold 
their six-monthly informal 
meeting in Vienna today and 
tomorrow, to consider the 
state of the world economy, 
the financial crises in Asia 
and Russia, and the role of 
the International Monetary 
Fund. Michel Camdessus. 
IMF managing director, will 
attend their debate tomor- 
row. 

In spite of the gathering 
gloom, the most controver- 
sial item on the agenda is 
the question of how to co- 
ordinate a common line for 
the future members of the 
euro-zone, and who will rep- 
resent it in such institutions 


as the IMF and the Group of 
Seven industrialised coun- 
tries. 

Germany, for a start, is 
not persuaded that the euro 
needs any spokesman at all. 
beyond the president of the 
European Central Bank. 
France, on the other hand, 
believes that there are 
important issues of eco- 
nomic policy, as opposed to 
purely monetary policy, on 
which the li finance minis- 
ters of the euro-zone should 
seek to speak as one. They 
would include areas such as 
budget policy, labour market 
issues and structural poli- 
cies. 

Classic battle tines have 
been drawn between the big- 
ger and smaller members of 
the EU. The latter believe 
that the eurozone should be 
represented by whoever is in 
the chair of the euro-ll com- 
mittee. the informal body 
which is supposed to co- 
ordinate policy within the 
lull EU finance ministers' 
council. But that would 
mean adding an additional 
delegation to an organisa- 
tion such as the G7. 

France, Germany. Italy 
and Britain, the four EU 
members of the G7, are all 
uncomfortable with any 
solution which might dilute 
their national position. 

They also stress the likely 


resistance of the US, Canada 
and Japan at having yet 
more European represents' 
tives in an already unwieldy 
club. The French suggestion 
is that the other three 
should take it in turns to 
present any agreed euro- 
posttion. 

The UK government, as 
the only non-euro member of 
the Europeans in the G7. is 
particularly sensitive to any 
move which might under- 
mine Its full membership, or 
any hint that the group 
should become a G3, with 
just the US. Japan and the 
eurozone represented 

As for the European Com- 
mission, the EC’s executive 
body, it is bolding its hand 
close. 

An earlier attempt to put 
its own president, Jacques 
Santer, forward as the obvi- 
ous eurorepresentative, was 
snubbed by the big member 
states. 

But if there is a stalemate 
between the finance minis- 
ters, that could emerge again 
as a possible compromise. 

The one person who seems 
to be sure of his own posi- 
tion is Wim Dulse nberg, the 
president of the ECB, who 
already seems certain to be 
included in all G7 debates at 
the top table, as the unques- 
tioned senior European cen- 
tral banker. 


Russia to reintroduce vodka monopoly 


By Anthony Robinson 
in Moscow 


Russia's new government 
yesterday announced 
“urgent measures" to rein- 
troduce a state monopoly in 
the production and sale of 
vodka and other alcoholic 
drinks, one of the main 
sources of tax revenue for 
Tsarist and Soviet govern- 
ments alike. 

The monopoly was abol- 
ished, with other restrictions 
on trade, as part of market 


reformers’ liberalisation poli- 
cies designed to open up the 
economy to competition. 

That opened the floodgates 
to a wave of cheap and lux- 
ury imports which sidelined 
Russian vodka and put a 
severe dent In the state bud- 
get It also opened tbe way 
for special deals favouring 
institutions with political 
connections such as the 
National Sports Fund. 

The Sports Fund was 
awarded lucrative exemp- 
tions to the excise duties 


which continued to be levied 
on imported alcohol and cig- 
arettes. but were widely 
evaded by smugglers as the 
industry became increas- 
ingly criminalised. 

Alexander Shokhin, dep- 
uty prime minister in charge 
of economic affairs, linked 
restoration of the monopoly 
to the government's plan to 
pay all wage arrears in the 
public sector, including the 
army and police. He esti- 
mated it would raise 
RbslSbn roubles (S790m). 


roughly half the amount ear- 
marked for payment of wage 
arrears. 

Gennady Kulik, also a dep- 
uty prime minister, added 
that official figures showed 
Russians drank 2.lbn litres 
of vodka last year but only 
S60m were officially pro- 
duced or imported. This is 
less than a quarter of the 
domestic industry’s produc- 
tion capacity of 3.6bn litres 
from 800 distilleries licensed 
to produce alcoholic drinks 
over 28 per cent proof. 


In future, producers would 
come under tighter supervi- 
sion to ensure quality and 
check under-reporting of out- 
put. he said. “This sector has 
become so criminalised it is 
damaging the health of 
people and the economy. 
Further inaction is intolera- 
ble." 

Over l.4bn litres of vodka 
consumed was unaccounted 
for by the official output and 
import figures, indicating 
large-scale smuggling, wide- 
spread home-brew vodka 


production and undeclared 
output by registered produc- 
ers. “As a result, the market 
is overflowing with all sorts 
of rubbish, people are dying 
because they drink too 
much, while the undeclared 
output cost the budget 
Rbs30bn.” he added. 

Tampering with vodka 
supplies is tricky in Russia, 
as former president Mikhail 
Gorbachev found when he 
tried to restrict vodka drink- 
ing. alienating millions of 
Russians. 


New regime raises hopes and 
fears along the Volga 

Russia’s industrial and farming heartland has survived Moscow’s 
banking crisis so far, writes Anthony Robinson 


B all bearings made in the 
sprawling SPZ plant in 
the Saratov region went 
into the tanks, guns and 
industrial applications that 
help defeat Germany in the 
second world war. 

Today SPZ’s bearings, 
honed to the most demand- 
ing of international stan- 
dards, are exported to 40 
countries around the worid 
as part of a different battle - 
for the survival of the Rus- 
sian economy. 

But SPZ. and other compa- 
nies like it that have mod- 
ernised and embraced the 
disciplines of the market, are 
just one side of a “dual econ- 
omy”: on the other are the 
tired and inefficient rem- 
nants or the Soviet era. 

For the managers of these 
□ear-bankrupt military 
plants or even old-fashioned 
civilian factories such as 
Saratov's Trolza trolleybus, 
the prospect of easier credit 
allowed by the new regime 
in Moscow brings hope of a 
bail-out. At tbe same time, 
the dynamic private sector, 
which operates in a mainly 
cash environment, is afraid 
the central bank's policy of 
printing roubles will just 
stoke up inflation and make 


life even more difficult. 

"This economy needs to 
succour the new enterprises 
and the wealth creators, not 
channel funds into the old,” 
says Alexander Suslov, the 
president of Ekonombank, 
the largest bank in the Sara- 
tov region. 

Here, in Russia's indus- 
trial and farming heartland 
along the Volga river the 
problems are very different 
from those in Moscow. Few 
companies or private indi- 
viduals have bank accounts, 
most of the local enterprises 
survive on the basis of bar- 
ter and non-payment of 
taxes, and the dollarisation 
of the economy is much less 
evident than in the capital 
with its ubiquitous foreign 
exchange booths. 

So far it has survived the 
financial melt-down of the 
Moscow-based banking sys- 
tem partly because the big 
banks owned by Russia's 
seven “oligarchs" kept pro- 
vincial upstarts out of the 
lucrative government bond 
markets. Only 6 per cent of 
Ekonombank’ s assets were 
invested in these now frozen 
instruments. 

But Ekonombank also 
refuses to bail out chronic 


loss-makers and lends only 
to companies with a proven 
credit track record. 

"Long lines formed outside 
the local branches of the 
Moscow- based banks when 
people saw on the television 
what was happening in 
Moscow. Nervous depositors 
also withdrew money from 
us. But when they saw that 
we were still functioning 
and able to pay we started to 
take in new deposits from 
people who had been able to 
withdraw funds from the 
other banks," explained Mr 
Suslov In his office, with a 
portrait of Pyotr Stolypin. 
the region's tsarist-era 
reformist governor, on the 
wall. 

The majority of Saratov's 
industrial and farming com- 
panies are Soviet remnants. 
Alongside them, however, 
the much smaller but 
dynamic private sector oper- 
ates mainly on a cash basis 
and uses the banking sys- 
tem. if at all, mainly to carry 
out commercial transactions 
or borrow relatively small 
amounts of short-term work- 
ing capital. 

This part of the dual econ- 
omy also encompasses sev- 
eral foreign companies 



Soviet remnant the old Trolza trolleybus company win be happy to get easier credit Alexander Lytkin 


including British American 
Tobacco. Pepsico and Bosch 
- which has reconstructed 
what used to be the only 
spark-plug producer in the 
former Soviet Union. The US 
agricultural machinery com- 
pany Case has started to 
assemble harvesters at Sara- 
tov's Yak Aircraft plant 
where tbe output was 80 per 
cent military a decade ago. 

Anatoly Chistyakov is gen- 
eral director and major 
shareholder of Spa's plant. A 
decade ago there were 35 
bearing factories in the 
Soviet Union. Today SPZ is 
one of four survivors In Rus- 
sia, “How did we survive? 
We brought in 200 new 
young managers and set up 
new marketing and IT 
departments. We also reno- 
vated our product range and 
raised quality to interna- 
tional standards. Around 60 


per cent of our bearings are 
new types which we sell For 
example to Fiat and to Dae- 
woo's plants in Uzbekistan 
and Rostov on Don,” Mr 
Chistyakov explains. 

"Of course, we have to do 
barter deals as well. But 
bearings are as good as 
money, everyone needs them 
so we can be choosy. Our 
main problems are taxes, 
bureaucracy and dealing 
with tbe monopolies. If in 
Soviet times there were 200 
laws and regulations, now 
there are 600 and tbe tax 
people don't know the differ- 
ence between turnover- and 
profit If companies paid all 
their taxes 93 per cent of 
their income would disap- 
pear. You cannot build up a 
company and invest in those 
conditions.” Apart from 
being gouged by local and 
national governments Mr 


Chistyakov most resents the 
power of the “natural 
monopolies" which reform- 
ers in the last government 
such as Boris Nemtsov tried 
to break up. 

“Here in the Volga region 
we should have cheap 
energy from the hydro bar- 
rages across the river and 
the big nuclear power plant 
180km from here. But do we? 
Oh, no, we pay the same as 
people in Kamchatka [in the 
Russian far east] and 
because electricity is a 
monopoly, if you don’t pay 
they cut you off.” 

In this way profitable com- 
panies such as SPZ eud up 
subsidising the unrecon- 
structed Soviet loss-makers 
which are often supplied 
with utilities whether they 
pay or not and are now 
waiting for a new infusion of 
roubles to bail them out. 
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Kohl trims expectations 
of economic growth 


By Peter Norman in Bonn 

With just three days before 
Germany's general election. 
Helmut Kohl the chancellor, 
yesterday trimmed 
government expectations of 
real economic growth this 
year to around 2.7 per cent 
from 2.9 per cent previously. 

Growth next year would 
“land In the region of 2.5 per 
cent," the chancellor said in 
a pre-election interview with 
the ARD public television 
network. 

A month ago. GOnter 
Rexrodt, economics minister, 
forecast that 1999 growth 
would be "a good 3 per 
cent". 

However. Mr Kohl said he 
was confident that 
unemployment would fall 


below the psychologically 
important -im level this 
month and next Although 
this year's average 
unemployment would be 
more than -im. “the 
turnaround is there", he 
said. 

It appears that Mr Kohl 
toned down his expectations 
or growth in the light of a 
recent International 
Monetary Fund report, 
which predicted German 
growth of 2,6 per cent this 
year and 2.5 per cent in a 
worst-case scenario for next 
year. 

The IMF took account of 
the crises in Asia, Russia 
and the financial markets, 
which were not fully 
apparent at the time 
of the economics ministry 


forecasts last month. 

Meanwhile, provisional 
inflation figures based on 
returns from four large west 
German federal states 
pointed to effective price 
stability in western 
Germany. Lower prices for 
raw materials, petrol and 
heating oil helped limit the 
rise in the west German cost 
of living to 0.7 per cent this 
month compared with 
September last year. 

The region's year-on-year 
inflation rate was 
unchanged from 0.7 per cent 
in August 

The federal statistics office 
in Wiesbaden reported that 
living costs fell 0.3 per cent 
between August and 
September, largely reflecting 
lower prices for holidays. 


Bomb fears for 
US consulate 


German police said 
yesterday they had received 
information about a planned 
bomb attack on the US con- 
sulate in Hamburg and it 
was "probable" there were 
links to the August bomb- 
ings of two US embassies in 
Africa, Renters reports from 
Hamburg. 

Police spokesman Rein- 
hard Fallak told a news con- 
ference in the northern port 
city of Hamburg that investi- 
gators had received “infor- 
mation from a serious 
source” about the attack 
plans. 

He declined to reveal any 
details. 

More than 100 police 
were being deployed around 
the clock to protect the 
building and seal off the 


area, he said. They were 
blocking off traffic in front 
of the consulate, which ties 
on the city's Alster Lake, 
and erecting tank traps. Mr 
Fallak said. 

“We can't rule out that the 
plan could be put into 
action," the police spokes- 
man told reporters. 

"It is probable that this is 
related to the attacks on US 
installations in Kenya and 
Tanzania," Mr Fallak added. 

More than 280 people were 
killed and more than 5,000 
wounded in the twin 
embassy bombings in Africa, 
blamed by tbe US on Saudi 
dissident Osama bln Laden. 
A suspected close associate 
of Mr bin Laden was 
arrested by German police in 
Munich last week. 


NEWS DIGEST 

NEW ATHENS STRIKES 


Greek aviation dispute 
grounds flights 

Greek airport and transport workers spumed government 
reform efforts yesterday, kicking off a new strike season 
with across-the-board work st oppages. 

Strikes also looked likely to continue among state doc- 
tors who have rejected government plans aimed at making 
the hospital system more efficient. 

Airport officials said about half of scheduled nights in 
and out of the country would be cancelled or delayed as a 
result of labour action. The airport workers' union OSYPA 
said only emergency flights had left 

OSYPA, comprising nearly ail branches of airport staff 
including baggage handlers and drivers but excluding 
pilots and air traffic controllers, called a four-day strike 
against government plans to break up the civil aviation 
service into three separate branches. Reuters, Athens 


POLISH POLITICS 



Solidarity union poll 

The Solidarity trade union, the pillar of Poland's govern- 
ment, looked set yesterday to re-elect Marian Krzaklewski 
as its leader, making it likely that he will bid for the coun- 
try’s presidency In 2000. 

Mr Krzaklewski succeeded the former president Lech 
Walesa as head of the union in 1990 and a three-day Soli- 
darity congress in the southern mining city of Jastrzembie 
Zdroj should see him anointed for a third term as its 
leader, officials said. 

The congress will also discuss Solidarity's ambiguous 
role as a trade union with major influence over a ruling 
coalition which must take painful economic decisions, they 
added. 

Mr Krzaklewski created the Solidarity Election Action 
(AWS) alliance last year, grouping more than 30 smaJI 
rightwing parties in a bloc that defeated ex-communists in 
last September's polls. But he resisted pressure to 
become prime minister, preferring to prepare for a chal- 
lenge to President Aleksander Kwasniewski, a former com- 
munist, in the presidential elections. Reuters, Warsaw 


ALBANIAN UNREST 

Premier seeks party backing 

Fatos Nano, the Albanian prime minister, yesterday met 
leaders of his Socialist party to seek a vote of confidence 
in him and his coalition government He said he wanted to 
reaffirm their trust in his authority before releasing a three- 
month plan to strengthen governance in his chaoticcoun- 
try. 

The plan targets law and order, economic stability, cor- 
ruption and the constitution as a way of tackling chronic 
instability. 

Mr Nano's 14-month-old government barely escaped 
opposition violence last week when supporters of the 
Democratic Party, led by former President Sali Berisha. 
looted shops and burnt government buildings. 

The unrest flared after the murder of a senior Berisha 
aide, Azem Hajdari, on September 12. The opposition has 
blamed the government for his death. Reuters, Tirana 
i: 

NAZI FORCED LABOUR 

German companies to be sued 

Lawyers acting for forced labourers who worked at Ger- 
man companies during the Nazi period are planning to sue 
10 German companies for compensation in US courts next 
week, a Munich-based lawyer said yesterday. 

The names of the companies included in the legal action 
will be made public next week, Michael Witti said, calling 
on both the companies involved and the Confederation of 
German Industry (BDQ to enter discussions with the law- 
yers. No indication was given of the amount of money that 
will be sought in the court case. 

This latest legal action comes one month after a US 
class action suit, brought by Mr Witti and the US lawyer 
Ed Fagan, seeking damages for survivors who were 
among some 2m people forced to work in Nazi factories 
between 1933 and 1945. tt named many top German com- 
panies, including Siemens, Volkswagen, Daimler-Benz, 
BMW and Henkel. 

Mr Witti said that an announcement on Wednesday by 
Siemens that it planned to set up a DM2pm (Slim) fond to 
compensate forced labourers was merely an attempt at an 
easy solution. The Siemens move follows the announce- 
ment earlier this month by Volkswagen that it, too, would 
set up a DM20m fond. Reuters, Frankfurt 


HOSTAGE RAID 


Greek police chief quits 

Greece's chief of police resigned after a botched raid to 
free hostages left eight Injured in a grenade explosion, 
George Romeos, the public order minister, said yesterday. 
Mr Romeos said he had offered his own resignation to 
Costas Slmltis, the prime minister, but it had been 
declined. 

A 26-year-old woman lost her leg and was fighting for 
her life and at least seven other people were wounded in 
the raid after police burst into a central Athens apartment 
on Wednesday night to free three people held hostage, 

A Romanian convict, Romanian national Soren Matei, 
was recaptured. Matei, Greece's most wanted criminal, 
had escaped five times from prison and humiliated Greek 
police with his most recent breakout on September 9. 

"The leadership of the public order ministry and the 
police should have the basic sensitivity and resign . . , 

; V?* 3 mainly responsible for this tragedy,” said Proko- 
P. Pay'QPOulos, a senior member of the main opposition 
New Democracy party. Reuters, Athens 


IRAQ NUCLEAR PLANS 

Wanted German arrested 

A fugitive German engineer suspected of providing ura- 
nium enrichment plans to Iraq was arrested at Frankfurt 
airport yesterday, police saki, 

K., F ^j^ CrtminaI P 01 * 06 in Wiesbaden confirmed a report 
^toeBfld newspaper that Kart-Heinz Schaab. who has 
been sought since he fled the country in January 1996 
was arrested after arriving from Sao Paulo, Brazil. 
Authorises accuse the 63-year-old engineer of providing 

for a uranium enrichment plant 
for DM2m ($1.1 m). The plans were found by UN inspectors 
in Iraq. 

Mr Schaab disappeared from his home in Kaufbeuren in 
January 1996. He was arrested in December that year in 
Rio de Janeiro white reportedly trying to obtain a perma- 
nent visa but released after 15 months in custody wtien 
Brazil s supreme court rejected Germany's extradition 
request 

weeWy ^ magazine Der Spiegel reported In 
March that Schaab had hired an attorney In Augsburg to 
negotiate conditions for his voluntary return. AP, Frankfurt 
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EUROPE 


RUSSIAN COLLAPSE TO BUME RECOVERY VALUE OF TREASURY BILLS 40%-50% OF ORIGINAL VALUE, SAYS STANDARD & POOR’S 


Ukraine ‘has defaulted on 


domestic government 



A pensioner begs at a Kiev store as two customers enjoy snacks 
on the doorstep. An average pension is worth §19 a month Reuters 


By Edward Luce in London 

and Charles Clover in Kiev 


Standard & Poor's, the US 
credit ratine agency, yester- 
day said Ukraine had fol- 
lowed Russia’s lead and 
defaulted on its domestic 
government debt 

The statement came three 
weeks after Ukraine offered 
to exchange its domestic 
hryvnia-denominated bonds 
for new bonds with a lower 
yield. The offer was two- 
tiered, with different condi- 
tions applying to foreign and 
domestic investors. 

Although the exchange 
was voluntary, foreign and 
domestic banks had little 
choice but to accept the 
unfavourable terms on offer 
or face even worse terms at 
a later date under a compul- 
sory restructuring. 

"Both debt exchanges con- 
stitute defaults,” said the 
agency. “The recovery value 
of Treasury bills held by for- 
eign investors is estimated 


at around 40-50 per cent [of 
their original value!” 

Ukraine's default appears 
to be a direct consequence of 
the financial collapse in Rus- 
sia. Though the terms of the 
default were s imilar , inves- 
tors in Ukrainian bonds 
have been hit less hard. The 
recovery value for foreign 
holders of Russia's GKO 
domestic government bonds 
was below 10 per cent 

Victor Yushchenko, the 
governor of the central bank, 
said yesterday the ministry 
of finance had offered to 
negotiate a debt restructur- 
ing with all foreign holders 
of Ukraine's domestic gov- 
ernment bonds. 

Investors holding 200m 
hryvnia in proceeds from a 
Ukrainian bond issue which 
matured on Tuesday are still 
waiting to convert their 
money into dollars, as 
Ukraine's central bank and 
Merrill Lynch, the invest- 
ment bank which arranged 
the deal, argue about 


whether Ukraine is obliged 
to pay. 

At issue is whether 
Ukraine's . central bank 
signed an agreement with 
Merrill Lynch to convert the 
hryvnia proceeds from the 

375m hryvnia {$120_9ml bond 
issue, which was hedged 
against devaluation at a 
minimum of $170m. 

Some 60 per cent of inves- 
tors opted voluntarily to roll 
over their maturing bonds 
into longer-term Instru- 
ments. according to a 
restructuring programme 
first offered by the ministry 
of finance two weeks ago. 

If the central bank does 
not pay the remaining Inves- 
tors, and it is decided that 
the bank bad originally 
agreed to do so. Ukraine 
could be sued for default. 
That could in turn trigger a 
cross-default in SI .5 bn- worth 
of Ukrainian eurobonds and 
other external debt, which 
would immediately fall due. 
This is a sum greater than 


debt’ 

Ukraine's bard currency 
reserves. 

“If the [centra] bank] does 
not convert the hryvnia Into 
dollars, then that would 
most likely cause cross-de- 
fault for Ukraine,” said Alex- 
ander Bazarov, head of the 
Kiev office of Credit Suisse 
First Boston, the investment 
bank. ”1 do not envy my 
compatriots who have to 
make this decision.” 

If the .central bank does 
convert the hryvnia into dol- 
lars, this would cost them 
roughly $70m in foreign 
exchange reserves, and 
endanger a £L 2 bn. three- 
year loan from the IMF. Fur- 
ther disbursements of the 
IMF loan are conditional on 
the central bank having 
reserves of 5i.33bn at the 
end of September. 

By actually paying the 
investors who did not accept 
the conversion deal, the gov- 
ernment may have angered 
investors who did. 

Hie finance ministry bad 


originally said it would only 
go ahead with the conver- 
sion deal if it was 100 per 
cent subscribed, to eliminate 


a “free-rider” problem, 
where some investors were 
paid off while others had to 
restructure. 


Turkish minister quits over ‘gangster’ tapes 


A Turkish cabinet minis ter 
stepped down as a member 
of parliament yesterday and 
said he would resign as a 
minis ter, following threats 
from opposition MPs to 
bring down the government, 
Reuter reports from Ankara. 

The state-run Anatolian 
news agency said Eyup Asik 
bad submitted his resigna- 
tion to the parliamentary 
speaker's office and would 
resign as a state minister 
when the prime minister. 


Mesot Yilmaz, returned from 
a trip to the US and Mexico 
next week. 

The Republican People’s 
party (CHPL a leftwing 
group that props up Mr Yil- 
ma 2 ’s minority coalition, 
threatened to topple the gov- 
ernment if Mr Asik did not 
resign over alleged links to a 
security scandaL 

Turkish television has 
broadcast what it says are 
tapes of telephone conversa- 
tions between Mr Asik and a 


suspected gangster, Alaadin 
Cakic! in which the minister 
allegedly helped him avoid 
arrest. 

The CHP leader, Deniz 
Baykal, accused Mr Yilmaz 
of having known about the 
alleged contacts between the 
minister and Mr Cakici, and 
called for the government's 
resignation. 

“The prime minister dis- 
patched security forces after 
him [CakidJ. The minister, 
with the knowledge of the 


prime minister, warned him 
the police were coming.” 
said Mr Baykal. 

The CHP's 55 deputies 
hold the balance of power in 
the 550-seat parliament and 
have used their influence to 
force Mr Yilmaz to call early 
elections, repeatedly threat- 
ening to topple the his con- 
servative-led government. 

The Anatolian news 
agency said prosecutors 
were examining tapes of the 
alleged conversations 


between Mr Asik and Mr 
Cakici. who was detained 
last month on the French 
Riviera carrying a Turkish 
diplomatic passport. He is 
wanted in Turkey on 
charges of murder and extor- 
tion. 

Mr Yilmaz has denied 
reports that Mr C-akici had 
carried out undercover work 
abroad for the state but the 
affair has rekindled a scan- 
dal over allegations that pol- 
iticians and security officials 


used rightwing gangsters to 
kill political and business 
opponents. 

Increasing the pressure on 
Mr Y ilmaz , several thousand 
Islamists gathered on the 
streets of Istanbul yesterday 
to protest against a 10 -month 
jail sentence on the city’s 
mayor for “provoking 
hatred". They called for the 
prime minister’s resignation 
because of the legal clamp- 
down on Islamic activism 
since he took office. 


Spain may set 
lower budget 
deficit target 


By David White in Madrid 


Spain's centre-right cabinet 
is set today to approve a 
draft 1099 budget which aims 
to reduce the public deficit 
below the target set in the 
country's European conver- 
gence programme. 

The government has 
already indicated it expects 
to be able to trim its deficit 
target, from 1.8 per cent of 
gross domestic product to 1.7 
per cent. 

Officials say it may non- 
pitch its objective slightly 
below this, in view of expec- 
ted further cuts in interest 
rates and the cost of servic- 
ing public debt. 

This would compare with 
this year’s target of 2J2 per 
cent and a 1997 figure of 2.6 
per cent, well within the 
qualifying level for the Euro- 
pean single currency. The 
previous year. Spain's public 
sector shortfall was -1.6 per 
cent. 

The budget bill, to be sent 
to parliament next week, is 
expected to fix a maximum 
SB per cent increase for gov- 
ernment expenditure in cur- 
rent terms. 

But it will allow for larger 
increases in areas such as 
education and health, as 
well as an extra provision 
for defence to cover tbe 
phasing out of compulsory 
military service and the cre- 
ation of fully professional 
armed forces by tbe end of 
2002. Public sector invest- 
ment is expected to rise by 
about 5.5 per cent 

The budget figures wDl be 
based on the assumption of 


IB per cent inflation, down 
from tbe current annual rate 
of 2.1 per cent. The inflation 
target will serve as the 
benchmark for public sector 
wage increases. 

The plan is pegged to 
hopes that, despite global 
financial turbulence. Spain 
will be able to keep eco- 
nomic growth going at a rate 
in ival terms near the 3.7 per 
cent expected this year, one 
of the highest in the Euro- 
pean Union. This would 
mean that public spending, 
while growing in volume, 
would reduce its weight in 
tbe economy as a whole. 


The bill will allow 
for big spending 
rises in education 
and health 


Earlier this week, it 
trimmed its official 1999 
growth forecast from 3.9 to 
3£ per cent. Private sector 
economists in Madrid believe 
a realistic figure would now 
be nearer 3 per cent, because 
of the downturn in export 
prospects. 

The government is count- 
ing on continued strong 
expansion of domestic 
demand. It sees this as gen- 
erating enough budget reve- 
nues to offset income tax 
euts effective from January. 
Officials indicated that total 
government revenues could 
still grow by some 5 per cent 
on a current peseta basis. 


Bondevik hits trouble 
on his first day back 


Norway’s prime minister, 
KjeU Magne Bondevik, ran 
into opposition charges that 
his government was “weak 
and unstable" when he 
returned to work yesterday, 
after 25 days on sick leave 
for depression. Renters 
reports from Oslo. 

Mr Bondevik, 51, a teetotal 
priest in Norway’s Lutheran 
state church and a former 
foreign minister, looked fit 
as he arrived at work, 
returning to woes including 
soaring interest rates and a 
plunge in oil prices. But the 
opposition Labour party, by 
far the biggest in parlia- 
ment, launched an immedi- 
ate attack. 

“We see things are not 
going well with a weak and 
unstable government. Nor- 
way needs a strong govern- 
ment," said Thorbjoem Jag- 
land, Labour party leader. 
“We are ready to take over 
responsibility, if there is 
anyone to share it with.” It 
was bis clearest challenge 
yet to Mr Bondevik's three- 
party coalition, 

“Back to a political night- 
mare." the daily Verdens 
Gang said of Mr Bondevik's 
tasks in holding together his 
fractious coalition that con- 
trols only 42 of 165 seats in 
parliament. Labour has 65 
seats. 



Bondevik returns to his office In Oslo yesterday 


Reules 


Mr Bondevik's first days 
will show whether he can 
reassert his authority, 
almost a year after taking 
power. Political commenta- 
tors say he has been weak- 
ened by his apparent inabil- 
ity to withstand stress, even 
though opinion polls have 
indicated a groundswell of 
sympathy. 

Mr Bondevik's problems 
include an economy slowing 
sharply after a plunge in oil 
prices earlier this year to a 
10 -year-low. and tensions 


within his coalition over the 
1999 budget, to be presented 
on October 5. Norway is the 
world’s biggest oil exporter 
after Saudi Arabia, and 
pumps 3.1m barrels a day. 

Mr Bondevik had a 
charmed first few months as 
prime minister, hailed by 
newspaper headlines such as 
“Bondevik Triumphs" or 
"Victory on all Fronts". But 
he seemed unprepared for 
the oil price fall, a surge in 
interest rates, and a run on 
the krone. 


Swiss vote could delay 
Alpine tunnels project 


By WHSmn Kafl in Zurich 

Switzerland's plan to build 
two vital rail tunnels 
through the Alps could face 
serious delays if Swiss vot- 
ers next Sunday reject a new 
road tax on heavy vehicles 
lo finance the SFr30bn 
iKlt.-lbnl project. 

The referendum, bunched 
by opponents of a proposed 
weight- and distance-related 
roil for heavy goods vehicles, 
has proved one of the most 
contentious in recent Swiss 
history. 

Not only would a rejection 
delay two important pro- 
jects. it would also further 
complicate Switzerland’s 
relations with the European 
Union. 

Switzerland is one of the 
first European countries to 
introduce a form of road- 
pricing to try to reverse the 
rapid increase in road traffic 
by shifting it to rail. The two 
tunnels are designed to 
relieve congestion on 
Europe’s must heavily used 
alpine crossing. 

Opponents of the new las, 
led by the Swiss trucking 
industry, claim it would cost 
each household an extra 
SFrSOn a year. Hans Kauf- 
mann. chief economist of 


Bank Julius Baer, described 
the proposed levy as a “sim- 
ple tax increase masquerad- 
ing under environmental col- 
ours”. He said Switzerland 
needed only one new tunnel, 
the Gotthard. not two. 

Supporters of the tax say 

it will cost only SFrll-SFr50 
per household per year. 

If voters reject the tax. the 
government will almost cer- 
tainly cancel a vote on the 
financing or the Ncue Elsen- 
bahn-AJpen Transversale 
l Neat) project. Europe's big- 
gest construction project, 
scheduled for November 2S. 
If this financing is not in 
place then, the construction 
of Lhe 36km Lutschberg tun- 
nel and the 58km Gotthard 
tunnel will not be able to 
start on time. Completion 
would probably be delayed 
until well after 2010 . 

Switzerland commuted 
itself to building two new 
tunnels in the early 1990s as 
part of a transport agree- 
ment with the El! banning 
the passage of -to-tonne 
(rucks through Switzerland. 
An estimated lm trucks a 
year arc diverted around 
Switzerland as a result of 
tbe ban. causing congestion 
in places such os Austria's 
Brenner pass. 


Switzerland had hoped to 
have its new tunnels operat- 
ing by 2005 when the EU 
agreement expired. 

The outcome of the refer- 
endum will also have an 
important bearing on Swit- 
zerland’s efforts to finalise a 
bilateral trade agreement 
with the European Union. 
Earlier this year Switzerland 
and the EU presidency 
appeared to have settled 
their transport differences, 
the main unresolved issue, 
by agreeing to impose a per- 
formance-related tax on EU 
trucks driving through Swit- 
zerland. 

The Swiss government had 
originally hoped to charge 
SFrSOO a truck to encourage 
the diversion of road traffic 
to rail, but it was eventually 
forced to accept SFr325. The 
scale of the charge is still 
unacceptable lo some EU 
members, although the 
Swiss hope Germany will 
soften its opposition after 
this weekend's elections. 

If the Swiss electorate 
rejects efforts to introduce 
the road tax. it will be very 
difficult for Switzerland to 
resume negotiations with 
the EU over imposition of a 
performance- related lax on 
KU trucks crossing the Alps. 
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CLINTON PRESIDENCY 'DELIBERATE SPEED' IN DECIDING WHETHER TO BEGIN HEARINGS ON LEWINSKY CASE 


liMimilUVilnii i 


Congress impeachment timetable outlined 


By Richard Wolffe 
hi Washington 


US congressmen yesterday 
outlined a rapid timetable to 
launch an impeachment 
inquiry'rinto President Bill 
Clinton’s conduct in the 
Monica Lewinsky affair, 
after the release of further 
unpublished evidence from 
the Starr investigation nest 
week. 

Henry Hyde, the influen- 
tial chairman of the House 
judiciary committee, said he 


was proceeding with “delib- 
erate speed" to take a first 
vote on October 5 over 
whether to begin impeach- 
ment hearings. 

A full vote of the House of 
Representatives would take 
place to confirm that deci- 
sion by October 9. before 
Congress departs to cam- 
paign for the mid-term elec- 
tions at the start of Novem- 
ber. 

Mr Hyde confirmed that 
Republicans had rejected 
any talk of a compromise 


deal with the White House 
which would allow the presi- 
dent to face a motion of cen- 
sure rather than impeach- 
ment charges. 

"I do not know anybody. . . 
on the committee on the 
Republican side who is con- 
templating anything 
remotely close to a deal," Mr 
Hyde said. 

He Insisted that the com- 
mittee would uphold the rule 
of law, indicating he was 
prepared to take a tough line 
on accusations that the pres- 


ident committed perjury in 
ah attempt to caver up the 
18-month affair with Ms 
Lewinsky. 

“The foundation of our 
legal system is based on tell- 
ing the truth." he said. 

However, he in effect ruled 
out any widening of the 
inquiry beyond the Lewin- 
sky affair. 

The judiciary committee 
meets today to discuss the 
release of the remaining 16 
boxes of evidence filed by 
Kenneth Starr, the indepen- 


dent counsel. Committee 
sources say the documents - 
including transcripts of 
undercover tapes of Monica 
Lewinsky - are likely to be 

heavily censored. 

However there seems little 
prospect of the committee's 
Republicans and Democrats 
burying their bitter differ- 
ences over how much of 
them to censor, or how to 
proceed with an impeach- 
ment inquiry. 

Maxine Waters, a senior 
Democrat on the committee. 


said she was determined to 
show that the Starr evidence 
did not warrant a full 
impeachment inquiry. 

She said: "So tar what we 
have seen is not impeach- 
able and I would prefer to 
take a look ^at ■ everything 
they claim is impeachable 
and destroy that evidence in 
terms of taking it apart, dis- 
secting it and showing it 
up." 

But there were no signs 
that the Republican leader- 
ship intends to lower the 


stakes aver the president’s 
relationship with the former 
White House intern. 

Tom DeLay. the Republi- 
can whip in the House of 
Representatives, yesterday 
rejected Democratic sugges- 
tions that there could be a* 
quick compromise .deal to 
end the scandal. 

Mr DeLay. a 'fierce and' 
long-standing critic of the 
president, said: “There’s a 
decision that we are going to 
stay the course, and there is 
no room for any deals." 


How to save Brazil without really appearing to try 


US visa 
plan for 
high-tech 
workers 


By Richard Wolffe 
bi Washington 




By Stephen Ftdler 
in Washington 


Ts Brazil too big to fail or too 
big to save? This question 
has pre-occupied the finan- 
cial markets internationally 
since Russia devalued and 
announced a debt standstill 
last month. 

Now, one part of the ques- 
tion appears to have been 
largely answered. The impli- 
cations for the international 
financial system if Brazil 
became the next domino to 
collapse into financial crisis 
would be so dire tbat a sig- 
nificant international effort 
would be mounted to pre- 
vent it. 

A senior official of the 
International Monetary 
Fund said as much yester- 
day, citing the country’s 
"systemic” implications. 
Other senior officials have 
indicated strongly that 
before. they embark on a 
more profound look at what 
they call the International 
financial architecture, the 
first priority is to stop too 
much damage being inflicted 
on the global financial sys- 
tem - and the key to that is 
Brazil. 

The question to which the 
international and Brazilian 
policymakers do not know 
the answer, is whether, if it 


came to the crunch, the 
country would be too big to 
save. 

An important part of the 
approach - carefully choreo- 
graphed between Brazilian, 
US and international offi- 
cials to avoid such a crunch 
- came on Wednesday. 

First, Fernando Henrique 
Cardoso, Brazil's president - 
who is standing for re-elec- 
tion next month - delivered 
a message of fiscal austerity, 
which the IMF official said 
was “not tbat common’’ 
before an election. 

This was then duly 
applauded by the US Trea- 
sury. the IMF and the World 
Bank, which made clear they 
would stand by the Brazil- 
ians. 

Yesterday, the senior IMF 
official said that if needed, 
the IMF would be part of a 
financial support package, 
which would also include 
multilateral finance from the 
World Bank and Inter-Amer- 
ican Development Bank, 
bilateral finance from other 
governments and money 
from the international pri- 
vate sector. 

The final step was the 
statement by Alan Green- 
span, Fed chairman, who 
made plain his concern that 
global financial turmoil 
should be ended soon, and 
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dropped a strong bint that, 
as a result, be would per- 
suade the policy-setting Fed- 
eral Open Market Committee 
to lower interest rates when 
it met next Tuesday. 

Yet, if it can be avoided, 
the Brazilian government 
does not want to ask for IMF 
support until after the elec- 
tion. which Mr Cardoso 
hopes he can win in the first 
round on October 4. Ideally, 
the request for IMF support 
would be delayed until 
November, after Congress 
has passed social security 
and tax reform proposals. 


which would greatly help 
the credibility of any pro- 
gramme. 

A senior finance official in 
Washington said this week 
that an IMF programme for 
Brazil was a certainty,, but 
only after the election. “It’s 
like Clinton and Lewinsky: 
they want to find a way to 
admit they are intimate, 
without going the whole 
way.” the official said. 

If this much is established, 
other questions remain 
before the planned visit next 
week to Washington • by 
Pedro Malan, Brazil's 


finance minister. Though the 
immediate pressure 
appeared to have lifted on 
the Brazilian ftnannial mar- 
kets yesterday, one of those 
questions is what would hap- 
pen if the Brazilian time- 
table was disrupted. The 
senior fund official said a 
contingency fund for Latin 
America suggested on 
Wednesday by Mr Cardoso 
was not the IMF’s central 
focus. 

Another question is what 
an eventual IMF programme 
would say about Brazilian 
exchange rate policy: 


A third concerns the 
nature and amounts of the 
ancillary financing to the 
IMF. The IMF official said 
the institution’s liquid 
resources - generally esti- 
mated at between $5bn and 
$9bn - remain sufficient, if 
added to the $15bn general 
arrangements to borrow also 
at its disposal, to handle its 
contribution to Brazii. 

However, it has been kept 
deliberately vague whether 
US bilateral financing would 
be available, though this 
possibility was hinted at by 
Robert Rubin, the US Trea- 


sury secretary, .who said on 
Wednesday: “Brazil’s pros- 
perity and financial stability 
is critically important to the 
US and the Americas mare 
generally." 

It is also uncertain 
whether the private sector 
will indeed step up to the 
plate, as some senior bank- 
ers have suggested. Stanley 
Fischer, the IMF’s deputy 
managing director, has met 
senior international bankers 
in London and in New York 
over the past two weeks to 
try' to secure their support. 

Charles Daliara. managing 
director of the Institute far 
International Finance, a 
group that speaks for many 
financial Institutions, said it 
was essential that the pri- 
vate sector should “work 
together" with governments 
to resolve Brazil’s crisis. 

Some remain sceptical of 
private-sector involvement, 
however, but some Brazilian 
analysts point out that Bra- 
zil has future privatisation 
receipts which could be used 
as the basis to guarantee 
borrowing from foreign 
banks and investors. 

George Soros, the interna- 
tional investor, when asked 
last week about the meet- 
ings between Mr Fischer and 
the banks, described them as 
“jawboning". 


] Mexican 
business 




arrested 


By Henry Tricks in Mexico City 

Mexican authorities have 
arresLeri on tax fraud 
charges Jose Martinez Gui- 
tri»n, the former billionaire 
whose steel and tourism con- 
glomerate Sidek left some 
$L’.‘jbn in unpaid debts in the 
wake of the 1994 peso crisis. 

His arrest was expected 
partially to appease political 
opponents of a controversial 
Stiffen rescue or the banking 
sector. The debts of Sidek, 
the first big Mexican com- 
pany to' default on Us debts 
in 1995, are believed to have 
tiolstrred the high cost of the 
bailout for the bank insur- 
ance fund. Robaproa. 

Mexican tax inspectors 
accused Mr Martinez Gui- 
trun and another top Sidek 
executive. Jos£ Manuel 
Gomez Gil. of underreport- 
ing earnings from six subsid- 
iaries and failing to pay 
some iORin pesos ($in.5m) in 
taxes in 1995. They were 
arrested, however, on 
charges or not paying 50m 
ln.-sos in taxes. The two are 
eligible for bail. 

The arrests followed a 
recent pledge by President 
Ernesto Zedillo to crack 
down on white-coliar crime. 
His government is fighting a 
political battle with opposi- 
tion parties to win congres- 
sional approval to transfer 
the spiralling cost of the 
Fobaproa bailout to Mexico’s 
public sector debt. 

Opposition parties have 
said the bailout proposal 
would enable wealthy busi- 
nessmen to dump their debts 
on to the taxpayer. 

Sidek 1 ® creditors, however, 
recently completed drawn- 
out negotiations with the 
company to recover part of 
the losses by selling off 
Sidek assets. 

Sidek. via its Guadalajara- 
based tourism subsidiary 

Situr. became Mexico’s big- 
gest property developer in 
the boom years prior to 1994. 
buying up hotels and other 
luxury sites that went bust 
when the peso crashed. The 
fettering Party of the Demo- 
cratic Revolution iPRDi said 
in August a large chunk of 
its debts had been trans- 
ferred to Fobaproa to ease 
Strain on Mexican bank cred- 
itors. 

The government has 
accused three prominent 
bankers of fraud tn the after- 
math of the peso crisis, but 
that has not assuaged calls 
from the opposition for more 
heads to roll. 


CENSUS BUREAU PRESIDENT CLINTON CLAIMS FIGURES CONFIRM THE SUCCESS OF HIS ECONOMIC POUCIES 


Poverty levels in US fall to eight-year low 


By Gerard Baker in Washington 

US household incomes rose 
in 1997 for the third straight 
year, taking poverty levels 
back to their lowest since 
1989. the US Census Bureau 
reported yesterday. 

Last year, U3.3 per cent of 
Americans lived in poverty, 
down from 13.7 per cent in 
1996. according to the 
bureau's annual income and 
poverty report. The largest 
falls in poverty by ethnic 
groups were among blacks 
and Hispaoics. The number 
of poor blacks dropped by 


600,000 to 9.1m. although the 
proportion of blacks living in 
poverty was still over 25 per 
cent. For Hispaoics, the pov- 
erty rate dropped to 27.1 per 
cent. 

Last year, a family of four 
was considered poor if its 
annual income was $16,400 
or less; for a family of three 
the poverty threshold was 
S12J302. 

The poverty rate for white 
Americans was 11 per cent 
and the gap between the 
wealthiest and poorest was 
unchanged between 1996 and 
1997. The difference between 


mente 

was also the ' same, with 
average women's earnings at 
74 per cent of men’s. 

The median household 
income for all Americans 
rose 1.9 per cent in 1997 to 
$37,005, little changed from 
its peak in 1989. 

President Bill Clinton wel- 
comed the figures and said 
they confirmed the success 
of his economic policies. “All 
Americans have a right to be 
proud of these gains,” Mr 
Clinton said. 

"But we can’t let these 
good times lull us into com- 


yjracendL. 

even harder to make sure 
that as our nation races for- 
ward, we give everyone a 
chance to come along." \. v 

Meanwhile, the Commerce 
Department reported that 
the US economy expanded at 
a slightly taster rate than 
previously estimated in the 
three months to June. 

Gross domestic product 
grew at a 1.8 per cent annual 
rate in the second quarter, a 
substantial slowdown from 
the 5.5 per cent pace 
recorded in the first three 
months of the year. But the 


' .revised figure was- -up from 
the' 1.6 per cent rate esti- 
mated a month ago and the 
initial 1.4 per cent estimate 
in July. 

As previously reported, 
the main factors behind the 
deceleration were a sharp 
slowdown in inventory 
growth and the impact on 
domestic manufacturers of 
the Asian economic crisis. 
-Domestic demand remained 
robust Consumer spending 
grew at a 6.1 per cent annual 
rate and housing construc- 
tion at a 15 per cent rate. 
Businesses increased invest- 


ment in? new equipment*; 
including computers, at an^ 
18.8 per cent rate. Govern^ 
ment spending rose at, a 3.7 
per cent rate. 

After-tax corporate profits 
edged up in the second-quar- 
ter after declines in the pre- 
vious six months. They rose 
0.6 per cent from the quarter 
before to a seasonally 
adjusted annual rate of 
$48L8bn. * 

That followed consecutive 
drops of 1.6 per cent in the 
first quarter and 3.5 per cent 
in the fourth quarter of last 
year. . 


The US Congress is expected 
to approve controversial leg- 
islation to expand the num- 
ber of visas for highly skilled 
foreign workers by more 
than 300.000 over the next 
three years. 

Both the Senate and House 
of Representatives are likely 
to back the expansion pro- 
gramme - aimed at meeting 
an acute shortage of workers 
in high-technology industry 
- after the White House 
reached a compromise deal 
with key Republicans Late on 
Wednesday. 

President BUI Clinton had 
threatened to veto an earlier 
Senate bill on H-lB visas for 
highly skilled workers, 
because the bill did not pro- 
vide adequate protection to 
the US workforce. But the 
new compromise deal envis- 
ages an end to the expansion 
programme in 2002, when 
the number of H-lB visas 
will fall back to its current 
level of 65.000 a year. 

The current allocation of 

65.000 was exhausted in May- 
in the face of strong demand 
for foreign recruits in the 
computer industry. Under 
the newly proposed bill, that 
limit would rise to 115.000 
for the next two years before 
faffing to 107,500 in 2001. 

Tbe issue of foreign 
worker visas has sharply 
split both the Republican 
and Democratic parties, as 
pro-union Democrats have 
allied with anti-immigration 
Republicans to oppose the 
expansion. 

Under the compromise 
deal, businesses will pay a 
$500 fee for each visa request 
and renewal. The fees will 
fund around $250m of college 
scholarships over three 
years for maths, engineering 
and computer students who 
have limited resources of 
their own. 

The deal also meets White 
House concerns by extend- 
ing the powers of the Labour 
Department to investigate 
any suspected abuses of the 
visa programme until 2002. 

However, the US electron- 
ics industry has lobbied hard 
fxoj approval of an expanded 
visa bill as soon . as possible, 
arguing' that the number of 
US undergraduate degrees in 
key science disciplines has 
declined by more than U per 
cent since 1990- 

William Archey, president 
of the American Electronics 
Association, said 20,000- 

30.000 H-lB visa applications 
were now on bold at the US 
immigration service. “In this 
very tight market for tal- 
ented high-skilled workers, 
our companies are losing 
these skilled workers to for- 
eign competition. ” he said. 


Sport icon’s lustre tarnished 
by suspicions of drug use 

Jurek Martin reflects on the death this week of athlete Florence 
Griffith Joyner and the questions rt raises about the issue of 
performance-enhancing drugs in American sporting arenas 


I t is nearly 80 years since 
Americans first coined the 
phrase "Say it ain’t so, 
Joe”. It was directed at Shoe- 
less Joe Jackson, the star 
Chicago baseball player 
accused with seven team- 
mates of conspiring with 
gamblers to Ox the result of 
the 1919 World Series and, 
though never convicted, sub- 
sequently banned from the 
sport for life. 

With a slight variation it 
was hack in vogue 10 years 
ago. applied to the US 
sprinter Florence Griffith 
Joyner, universally known 
as Flo-Jo. who was found 
dead in Los Angeles on Mon- 
day. 

For the suspicion was that 
Flo-Jo'S stunning successes 
in the 1988 Seoul Olympics, 
where she won three gold 
medals and set the 100m 
world record that still 
stands, was the result not. as 
she claimed, of improved 
training techniques but of 
the Ingestion of perfor- 
mance-enhancing drugs, 
either steroids or male 
growth hormones. 

She always denied taking 
proscribed substances and 
never failed a drugs test. 
But, pending the results of 
an autopsy, her early death 
at 38 has been widely and 
instantly ascribed to the 
after-effects of such sub- 
stances. 

Flo-Jo, of course, was a 
modern US icon, as Shoeless 
Joe was before his fall from 
grace. She was famed for her 
perfect muscular physique, 
her multi-coloured six-inch 


fingernails and her smoul- 
dering charisma. Such was 
her status tbat it was logical 
that she would become the 
first head of President Bill 
Clinton’s Council on Physi- 
cal Fitness. 

But her death is an instant, 
reminder that most sports. 
American and global, and 
drugs, performance-enhanc- 
ing and narcotic, are often 
indivisible. There were even 
recent suggestions that 
Mark McGwire's assault on 


She was famed 
for her physique, 
her six-inch 
fingernails and 
her smouldering 
charisma 


baseball’s single-season 
home run record was some- 
how invalid because he was 
taking a steroid-related com- 
pound banned in some 
sports, but not in baseball. 

Elsewhere, the Tour de 
France cycle race was nearly 
abandoned this year because 
of police investigations into 
drug use by some teams, 
Michelle Smith de Bruin, the 
Irish swimmer who came 
from obscurity to capture 
three golds in the Atlanta 
Olympics, has been banned 
for doctoring a drug test, as 
was a US shotputter for fail- 
ing one. 


Coincidentally, two former 
East German sports officials 
were convicted and fined 
last moatb for administering 
performance-enhancing 
drugs to young female swim- 
mers. 

Within the US, each sport 
tends to have its own rules, 
often fiercely contested by 
players' associations as vio- 
lations of privacy. 

Baseball, which puts a pre- 
mium on natural hand-to-eye 
coordination and whose tra- 
ditional banes have been 
alcohol and chewing 
tobacco, is relatively lax. Its 
players are fitter and bigger 
than they were, but no drug 
has yet been invented that 
makes a curve ball easier to 
hit. 

Football emphasises size, 
strength and speed and is, 
therefore, more susceptible 
to the use of substances that 
help all three. 

■Coaches also used rou- 
tinely to prescribe drugs 
enabling players to perform 
through pain and injury and 
to raise the level of their 
intensity, often with deleteri- 
ous after-effects. This prac 
tice is now discouraged 
though not necessarily a ban 
doned. On the other hand 
basketball's overriding con 
cem is narcotics, including 
like football, random testing 
for those on probation. 

Superstars have always 
enjoyed more licence than 
run-of-the-mill performers. 
George Herman Ruth ate, 
drank and womanised to 
excess, but he was the Babe 
and therefore inviolate. The 



'Flo-Jo* celebrates winning gold at the Seoul Olympic Games 


esteem enjoyed by Magic 
Johnson, the basketball 
player, survived his contrac- 
tion of the HTV virus from 
off-court activities. 

So Flo-Jo doubtless will 
mostly be remembered in 


America, as Michael Wllbon 
of the Washington Post 
wrote this week, as much for 
the "glorious impression" 
she left behind as for the 
suspicion that she did not 
come by it naturally. 


Past carnage 
spurs Florida 
storm plans 


By Bonnie Harrison 
tn Homestead, Florida 


The warnings are official. 
Hurricane Georges is no lon- 
ger a computer image of 
swirling yellows, reds and 
purples churning out there 
in no znan’s land.. It is a 
stark reality that has 
already claimed more than 
100 lives in the Dominican 
Republic and Haiti and buf- 
feted Cuba on . Its ■ way 
towards south Florida. 

Six years after Hurricane 
Andrew’s devastating visit, 
Georges, another late-season 
storm, looms as a menace to 
residents of Homestead - an 
area of 30.000 people which 
Was hit the hardest. 

No one can predict the foil 
impact - hurricanes are 
fickle and can still surprise 
the most seasoned forecast- 
ers. But the news from Cuba 
so far is good: Georges has 
not yet been as devastating 
as feared, even though the 
economic impact on the 
northern Caribbean is esti- 
mated at more than Slbn. 

In Homestead, a fanning 
town with a rich historic dis- 
trict and once a vital mili- 
tary community centred 
around its airforce base, the 
weather yesterday was remi- 
niscent of the time before 
Andrew. 

It was sunny and still. 
People were strangely quiet. 
Some were putting up their 
shutters and leaving. Others 
were resolved to stay. There 
was resignation on the many 
faces in the crowded shop- 
ping plazas. 

A steady stream of cars 
poured north from the Flo- 


rida Keys under evacuation 
. orders. In a field behind a 
large recreation complex, 
people were shovelling sand 
into containers, which they 
would take home to create 
barriers against floods. 

Tbe hardest part for some 
residents whs surveying the 
contents of their homes. It 
was time once again to pack 
up the family heirlooms and 
hope they made it through 
to the next generation. 

Powerful memories of Hur- 
ricane Andrew revisit the 
thousands of people who 
either survived it or remem- 
ber the miles of flattened 
homes and buildings that 
testified to its brutal 
strength. 

No one expected a com- 
puter image to turn into a 
dragon that would devour 
cement and steel, shatter 
glass and scatter debris. 

As Andrew moved toward 
south Florida, evacuations 
added to the confusion and 
many people found they had 
moved to, not from, tbe dan- 
ger zone. 

Destroying a significant 
part of Dade County. 
Andrew was the most costly 
hurricane in US history. 
With more than $2sbn in 
damage, the rebuilding pro- 
cess has been slow. 

It is still a work in prog- 
ress and only recently have 
the fruits of the past six 
years' work started to ripen. * 
“We are a strong and deter- 
mined community,’’ says 
Steve Shiver, Homestead 
mayor. T think the people 
are a lot more serious and 
concerned about prepare* 
tions now." 
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ASIA-PACIFIC 


Pakistan ‘fired N Korean missile’ 


By Alexandra Harney in Tokyo 
and Farttan Bofchari 
In Islamabad 


Masahiko Komura. Japan's 
foreign minister, has 
accused Pakistan of import' 
ing missiles from North 
Korea for a test last April 
thought to be part of the 
country's nuclear pro- 
gramme. it emerged yester- 
day. 

At a meeting with bis 
Pakistani counterpart in 
New York on Tuesday. Mr 
Komura said Japan would 
continue sanctions against 
Pakistan unless the country 
signed the Comprehensive 


Test Ban Treaty {CTBT). 
which outlaws nuclear test- 
ing. by next September. 

“We have reliable informa- 
tion that the missile used in 
the launch was imported 
from North Korea. . . The 
prevailing view within the 
Japanese parliament is that 
Japan should not offer its 
official development aid to 
countries that import mis- 
siles from North Korea," Mr 
Komura said yesterday. 

A Pakistani foreign office 
spokesman denied last night 
the missile tested by the 
country was based on 
imported technology: “Our 
position is that the missile 


was indigenous. We have 
said it many times before." 
He said the country's scien- 
tists and engineers had the 
expertise to produce the mis- 
sile in Pakistan and needed 
no foreign help. 

Last month North Korea 

launched a sa telli te-carrying 
rocket towards Japan, derail- 
ing negotiations between the 
two countries and fuelling 
concerns about Japan's secu- 
rity policy. 

Nawaz Sharif. Pakistani 
prime - minis ter, said earlier 
this week at the United 
Nations General Assembly 
in New York that it was 
Pakistan's “intention” to 


join the CTBT, if various 
conditions were fulfilled, 
including an- end to sanc- 
tions against the country. 

Pakistan has said it will 
only Sign the CTBT, a 1996 
agreement signed by over 
140 countries, if India also 
agrees to join. The participa- 
tion of both countries, as 
well as North Korea, is con- 
sidered critical to the trea- 
ty's success. 

Mr Komura said the 
import of missiles from 
North Korea was “unpardon- 
able”. Japan froze most of its 
development assistance and 
withdrew its support far 
additional funding by inter- 


UN SPEECH PRIME MINISTER’S ASSURANCE COMES IN WAKE OF PAKISTAN'S PLEDGE TO ENDORSE PACT 


India prepared to sign N-test treaty 


By Laura Silber at die United 
Nations m New York and 
Mark Nicholson hi New Delhi 


Atal Beharl Vajpayee, 
India's prime minister, yes- 
terday said India was ready 
to conclude discussions on 
the nuclear test ban treaty, 
after Pakistan conditionally 
pledged to endorse the pact 
In his clearest indication 
yet of India's eventual will- 
ingness to accept the treaty, 
Mr Vajpayee said: “We are 
prepared to bring these dis- 
cussions to a successful con- 
clusion, so that the entry 
into force of the Comprehen- 


sive Test Ban Treaty (CTBT) 
is not delayed beyond Sep- 
tember 1999." 

Mr Vajpayee's Pakistani 
counterpart, Nawaz Sharif, 
said on Wednesday that 
Pakistan wa s prepared to 
sign the CTBT. 

But Mr Sharif also made 
clear that his offer was a 
conditional one. “In this 
regard, we expert that the 
arbitrary restrictions 
imposed on Pakistan by mul- 
tilateral institutions will be 
speedily removed." he said. 

After the two leaders met 
for two hours on Wednesday- 
on the margins of the Gen- 


eral Assembly, Mr Vajpayee 
hailed a new era In relations 
between the two states. 

India has consistently indi- 
cated during bilateral talks 
with the US since Delhi's 
nuclear test blasts in May 
that it would not be hurried 
into signing the CTBT. 

Officials have maintained 
India would accede to the 
treaty only when it consid- 
ers the conditions acceptable 
- hoping in particular to win 
not just an end to sanctions 
but also additional benefits 
in return. In particular, 
India is seeking tbe relax- 
ation of US bans on access to 


nuclear and other sensitive 
high technology. So far there 
are no signs the US is will- 
ing to agree to this. 

Delhi is also under far less 
economic pressure to sign 
the treaty and end sanctions 
than Pakistan. The commit- 
ment is critical to Islamabad 
securing an International 
Monetary Fund loan agree- 
ment and additional external 
financing to shore up Its 
highly vulnerable external 
accounts, which were 
thrown Into crisis by tbe 
post nuclear test sanctions. 

Indian officials have con- 
sistently played down the 
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Nuclear threat undiminished in Asia 


By David Buchan in London and 
Farfian Bokfiari in Islamabad 


Pakistan's undertaking to 
sign the Comp rehe nsive Test 
Ban Treaty (CTBT) - and 
India's statement yesterday 
- significantly advances 
prospects of that treaty com- 
ing into effect, but scarcely 
diminishes the nuclear 
threat from the subconti- 
nent. or Asia as a whole. 

Mr Sharif said Pakistan 
would sign the CTBT in time 
for next September's review 
of the treaty, signed in 1996 
but yet to come into effect, if 
his country was freed “of 
coercion and pressure". 


Pakistan clearly expects 
the US administration to ask 
Congress for authority to 
waive the US sanctions 
slapped on Pakistan, and 
India, after their atomic 
tests in May. But it is not 
clear Islamabad or Delhi 
have fulfilled all of Washing- 
ton's demands. 

In recent shuttle diplo- 
macy. Strobe Talbott, US 
undersecretary of state, has 
also been pressing the two 
countries to agree to a draft 
treaty banning production of 
material which could be 
used in nuclear warheads. 

India and Pakistan are. 
with some quibbles, going 


along with these treaty nego- 
tiations. But their reaction 
to Mr Talbot’s other 
demands to stop short of 
putting their warheads on 
missiles and to behave as if 
they were signatories of the 
Non-Proliferation Treaty by 
not passing weapons know- 
how to others are unclear. 

To come into effect, the 
CTBT needs ratification by 
all 44 countries with civil 
nuclear programmes. If India 
and P akistan now sign the 
CTBT, the only missing sig- 
nature out of the 44 will be 
that of North Korea. But 
confidence in that country's 
behaviour has been further 


shaken by its August 31 fir- 
ing of a missile over Japan 
into the Pacific. 

Even if the missile was, as 
the North Koreans claim, a 
failed satellite launch, Tokyo 
has reacted with alarm. Its 
accusation yesterday that 
Pakistan was importing 
North Korean missiles, 
implied that Pakistan was 
giving a market and encour- 
agement to the Pyongyang 
regime's arms programme. 
In addition. Tokyo has 
joined the US Congress in 
withholding money for 
Washington's 1994 deal to 
“buy out" North Korea's 
nuclear arms potential by 


braced for 

airline 

turmoil 
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1998 IPA Advertising Effectiveness Awards 
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Army Recruitment, Audi, Bacardi Breezer, Batchelors Supemoodles, 
Boots, Bud Ice, The Chicago Town Pizza, Christian Aid, Clean & Clear. 
Colgate, Direct Debit, The Famous Grouse, First Direct, Forbo Naim, 
Ford Galaxy, HEA Drugs Education, HEBS. Imodium, impulse. 
Uttlewoods Pools, Marmite, Meat and Livestock Commission, 
North West Water, Olivio, 0ne20ne, Orange, Pizza Hut, 
Polaroid, Volkswagen, and Wailis. All these entries to the 1 998 IPA 
Advertising Effectiveness Awards provide proof positive of the 
value of advertising in building and sustaining profitable businesses. 
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Now the jury is out on which will be the overall winner. 
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The Philippines was bracing 
Itself yesterday for the 
expected fallout on the coun- 
try’s economy from the col- 
lapse of its national air car- 
rier. 

The closure of Philippines 
Airlines (PAL), Asia's oldest 
carrier, on Wednesday night 
Is expected to damp further 
an already sharply slowing 
economy. 

“It will have a significant 
impart, if only because of 
the geography of the coun- 
try," said Jojo Gonzales, 
head of strategy for Merrill 
Lynch Securities Philip- 
pines. 

As an archipelago of more 
than 7,000 inlands, the Philip- 
pines relies heavily on air 
transport for its tourism 
industry, as well as for 
freight movement and a 
range of services such as 
cheque-clearing and postal 
deliveries. 

PAL dominated the domes- 
tic market and was the sole 
carrier to a number of urban 
centres. PAL officials say the 
airline bad a 70-75 per cent 
share of the domestic cargo 
market and a 50 per cent 
share of the domestic pas- 
senger market. 

Noel Reyes, of the broker 
AiLscor Hagedora Securities, 
estimates the closure alone 
could reduce fourth-quarter 
gross national product 
growth by 0.5 percentage 
points. 

The government already 
estimates growth will slow 
from 5.8 per cent in 1997 to 
1.5 per cent in 2998 and 
many analysts forecast the 
economy will shrink by as 
much as 2 per cent 

Government officials said 
the closure could also 
increase the commercial, 
banking system’s non-per- 
forming loans as a percent- 
age of total loans by up to 
0.75 percentage points. Last 
month, non-performing 
loans stood at about 9.5 per 
cent of total loans. 

Tourism, which represents 
about 5 per cent of the total 
economy, is likely to be espe- 
cially badly affected by the 
closure. Roberto Antonio, 
tourism undersecretary, said 
it would “badly affect the 
hnage of tbe Philippine tour- 
ist industry.” 


Obuchi 


national financial institu- 
tions alter Pakistan's under- 
ground nuclear tests on May 

23 and 30. Is April, Pakistan 

fired a medium-range mis- 
sile, thought capable of car- 
rying a nuclear warhead. 

However. Mr Komura said 
Japan would consider back- 
ing new loans by interna- 
tional institutions, such as 
the International Monetary' 
Fund, the World Bank, and 
the Asian Development 
Bank, because of Pakistan's 
economic problems. 

The US welcomed Mr 
ShariFs statement. Mike 
McCurry. White House 
spokesman, said yesterday. 


effect of US, Japanese and 
multilateral sanctions oh 
India's less vulnerable econ- 
omy. Instead, for India, 
accession to the CTBT is 
more a question of attaining 
a global status which would 
place it on a par with exist- 
ing members of the nuclear 
dub. Including full access to 
foreign nuclear technology. 

The Indian government 
has also argued it cannot 
immediately make an uncon- 
ditional commitment to the 
CTBT for' domestic political 
reasons. 



pledges 
new bank 
debt plan 


By Paul Abrahams in Tokyo 


Hun Sen (right) with his po&ticai rival Prince Norodom Ranariddh at 
the Angkor Wat temple m Stem Reap Reuters 


Festivities flop as 
stable government 
eludes Cambodia 


giving it fuel oil and light 
water reactors to replace 
riskier heavy water plants. 

Another effect of the 
North Korean missile launch 
has been to whet Japan's 
interest in getting anti-mis- 
sile defences from the US, 
according to Professor John 
Simpson, a UK expert on 
non-proliferation. " This 
deeply disturbs the Chinese 
because such defences could 
negate their nuclear, arsenal. 

This week’s announce- 
ments improve the chances 
of the CTBT coming Into 
effect, though there is grave 
doubt about US ratification 
of the global ban. 


The opposition is 
determined to block 
Hun Sen’s formal 
accession* writes 

Ted Bardacke 


Y esterday was to be a day 
of celebration in Cam- 
bodia. Gazing up at the 
full splendour of the magnif- 
icent Angkor temples, the 
country's new national 
assembly was sworn in by 
King Norodom Sihanouk. A 
new government, legitimised 
by an election * in July, 
should have been only a 
small step away, bringing a 
measure of stability to a 
country which has painfully 
lacked It for three decades. 

Yet the planned festivities 
were a failure. As Hun Sen, 
a coup leader and head of 
, the victorious Cambodian 
People’s party (CPPl. neared 
the king’s palace, bombs 
exploded in tbe back of bis 
motorcade, killing at least 
one bystander. 

Mr Hun Sen’s threats to 
arrest opposition leaders 
were immediately revived 
and a travel ban on them 
was reinforced; instead of 
attending a potentially 
important coalition-building 
meeting, Mr Hun Sen sat 
filming in his Landcruiser at 
the foot of the Angkor com- 
plex until a helicopter 
whisked him back to the 
capital, Phnom Penh. 

The formation of a new 
government is still a distant 
dream. Tbe opposition, cit- 
ing everything from elec- 
toral fraud to Mr Hun Sen's 
authoritarian tendencies, 
remains united In its deter- 
mination to block his formal 
accession to power by refus- 
ing him the two-thirds vote 
necessary in parliament to 
' ratify a government 

“Basically we want Hun 
Seri out," says Kong ViboL 
an aide to Prince Norodom 
Ranariddh, head of the roy- 
alist Functnpec opposition 
party. “We can block him 
democratically, playing by 
parliamentary rules. We 


have to convince the CPP 
that If they want a legiti- 
mate and functioning gov- 
ernment they have to get rid 
of Hun Sen.” 

Mr Hun Sen responds: “If 
the opposition thinks Pm 
going to step down they're 
dreaming. And if they try to 
dissolve the present govern- 
ment by other means they 
will face military action." 

The international commu- 
nity, principally the Euro- 
pean Union, Asean and 
Japan, brokered and paid for 
the July polls. But despite a 
lull in street battles that pul- 
verised Phnom Penh in 
recent weeks, their objective 
- stable government led by 
Hun Sen. legitimised by elec- 
tions - Is unfulfilled. “We’re 
beyond the hand-wringing 
stage," says one senior diplo- 
mat “Now people are just 
rolling their eyes at every 
new development." 

In his fury,. Mr Hun Sen 
has offered the opposition 
three options. He has said 
they can join him as junior 
partners in a coalition gov- 
ernment change the consti- 
tution to allow a government 
to be formed by a simple 
majority in parliament; or 
continue on with the present 
government in a caretaker 
role in perpetuity. 


T he last option appears 
most immediately plau- 
sible at the moment But 
until a new fully fledged gov- 
ernment is formed, Cam- 
bodia's hopes of regaining its 
seat at the United Nations, 
becoming a . member of the 
Association of South East 
Asian Nations (Asean). and 
getting a full dose of much- 
needed development aid 
“will be put on hold," says 
an Asian ambassador. 

In addition, "decisions will 
be made by decree" by a 
caretaker government says 
a western electoral official. 
“That won’t be political 
progress. Not much will 
have changed in the country 
to indicate it is moving in a 
democratic or lawful direc- 
tion. " 


Japan's ruling Liberal 
Democratic party and lend- 
ing opposition parties 
resumed talks about banking 
reform yesterday but 
remained at loggerheads 
over the issue. Keizo Obuchi. 
prime minister, promised a 
sew framework to deal with 
the banks' huge bad debts, 
effectively acknowledging 
that last week’s hard-won 
agreement had unravelled. 

But the opposition rejected 
Mr Obuchi’s latest proposals, 
arguing they were too vague, 
seemed to admit the possibil- 
ity of using public funds to 
rescue the troubled Long 
Term Credit Bank (LTCB) of 
Japan, and did not give a 
timetable for stripping finan- 
cial policy-making powers 
from the finance ministry. 

New financial legislation 
is critical for formation of a 
system to deal with the 
bank's non-performing 
loans. The government esti- 
mates these at Y87,000bu 
($636bn), but Moody's, the 
US rating agency, believes 
the true figure to be double 
that. The bad debts have 
forced the banks to cut their 
loan portfolios, creating a 
credit crunch leading to 
record levels of corporate 
bankruptcies. 

The LDP yesterday offered 
an 11 -page proposal to the 
opposition, including the 
replacement of a YT3j300bn 
pool to help the banking sys- 
tem with a new fund worth 
YlT.OOObn, Though agreeing 
with opposition suggestions 
that LTCB should be nation- 
alised, Mr Obuchi continued 
to propose the bank should 
be merged with Sumitomo 
Trust. “The merger should 
help stabilise financial mar- 
kets and the economy.” he 
said. The opposition opposes 
such a merger. 

Naoto Kan, leader of the 
Democrats, the biggest oppo- 
sition party, rejected the 
plan. “This.- is not based on 
the agreement of the three 
parties (last week]. We don’t 
intend to have discussions 
that aren't based on the 
| agreement” The opposition 
criticised the lack of clarity 
over LTCB’s financial posi- 
tion. If the bank were 
declared insolvent, it would 
be illegal to inject public 
funds under present legisla- 
tion. 

Separately. Atsushi Taka- 
hashi, president of Sumi- 
tomo Trust said it would be 
difficult for his bank to meet 
the April target date for its 
merger with LTCB. Mr Taka- 
hashi, whose bank had pre- 
viously insisted it would 
only take on LTCB’s per- 
forming loans, yesterday 
said it might accept some of 
LTGB's class two loans, nor- 
mally defined as those rais- 
ing concern that recovery 
may be more difficult than 
on ordinary debts. 

The LDP is determined not 
to allow LTCB to fail, 
because a collapse would 
damage its important politi- 
cal supporters in rural 
Japan. Agricultural coopera- 
tives are large owners of 
LTCB’s derivatives and have 
lent money to the bank's 
leasing subsidiaries. A fail- 
ure would be embarrassing 
for the finance ministry, 
which encouraged life insur- 
ance companies to buy 
LTGB's shares. .These have 
fallen more than 90 per cent 
in the past three months. 


Mahathir cancels Anwar 


austerity measures 


.By Sheba McNurty 
in Kuala Lurnpnr 


Mahathir Mohamad. Malay- 
sia’s prime minister, moved 
further against internal dis- 
sent yesterday while push- 
ing ahead with his overhaul 
of the economic system. 

But tbe wife of his sacked 
deputy, Anwar Ibrahim,, 
released a videotape Mr 
Anwar made before he was 
detained that hit directly at 
the administration. 

On the tape, Mr Anwar 
said the prime minister was 
“hungry for power and 
money, and wants to use the 
remaining time that he has 
in power to strengthen the 
interests of his family, and 
the interests of his cronies”. 

. Government officials made 
clear they would take firm 
steps against any Anwar 
supporters who staged ille- 
gal assemblies. Abdul Rahim 
Noor, inspector-general of. 
police, said: “National secu- 
rity will be undermined If we 
don’t break the plotters.” 
Tens of thousands of people 
have taken part In such ral- 


lies since Mr Anwar was 
sacked September 2 as dep- 
uty prime minister for hav- 
ing “low morals". 

Mr Anwar denies allega- 
tions ranging from sodomy 
to treason. He was detained 
on Sunday for inciting riots, 
after holding tbe biggest 
rally so far. More than 100 
people have since been 
arrested. Mr Anwar 
appointed his wife. Wan Azi- 
zah Wan Ismail, to carry oq 
the movement but she is 
under investigation. The 
authorities have restricted 
her from staging rallies, 
scrutinising all her visitors 
and driving media away. 

Three men and a woman 
were charged in magistrate 
courts yesterday with circu- 
lating rumours about riots 
on the internet. The four 
pleaded not guilty to the 
charge, which carries up to 
two years’ jail or a fine, or 
both, on conviction. 

Separately, the govern- 
ment has continued with the 
economic changes that 
played a large part in the 
break between Dr Mahathir 


and Mr Anwar. Bank 
. Negara, the central bank, 
rolled back measures 
designed to safeguard the 
banking system In hopes of 
encouraging lending. It said 
loans would be declared non- 
performing after six. instead 
of the usual three, months of 
default Banks will no longer 
be required to provide a 20 
per cent specific provision 
on sub-standard loans. It 
also loosened curbs on lend- 
ing to buy shares. 

'They're making the prob- 
lems worse," said Kate 
0*Donoghue. regional econo- 
mist at Barclays Capital. 

Dr Mahathir confirmed the 
World Bank was delaying 
disbursing a USSTOOm- loan 
to Malaysia until it received 
a clearer picture of how its 
new exchange controls were 
working. But he insisted his 
new measures were already 
working. 

• Australia’s deputv prime 
minister, Tim Fischer, called 
for the November Asia 
Pacific Economic Co-opera- 
Uon summit to be moved out 
of Malaysia. 
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WORLD TRADE 


Fast 
track 
likely to 
stay in 
sidings 

By Nancy Donne in Washington 

The US House of 
Representatives is expected 
to vote whether to give the 
president fast-track trade 
negotiating authority either 
today or tomorrow. 

Charlene Barshefsky, the 
US trade representative, has 
long tried to bring Republi- 
cans and Democrats together 
behind a “fast-track" bill 
that both could accept Yes- 
terday she said: “1 don’t see 
that the votes are there 
among either Republicans or 
Democrats." 

Fast-track legislation 
allows the president to nego- 
tiate trade agreements with 
a commitment from Con- 
gress that the final outcome 
of talks will be accepted or 
defeated without amend- 
ment 

Its passage has always 
been one of President Bill 
Clinton's top objectives, so 
that he can negotiate in the 
World Trade Organisation 
and agree free trade pacts 
with Asia and Latin Amer- 
ica. 

However, the administra- 
tion regards the House inten- 
tion to vote as a ploy to 
embarrass the president and 
split the Democratic party in 
the run-up to mid-term elec- 
tions. But the business and 
agriculture lobbies have 
taken the Republican leader- 
ship at its word, pouring mil- 
lions into television commef- 
cials. 

The Business Roundtable’s 
advertisement features a 
stuttering goat dressed as 
Uncle Sam, urging voters to 
call Congress in support of 
fast track. It hopes that more 
farm state congressmen can 
be convinced to support 
fast-track at a time when 
agriculture is in 
crisis. 

"If the US government 
does not do its job of open- 
ing foreign markets to our 
exports, many of our busi- 
nesses will die and the land- 
scape of American agricul- 
ture will be forever 
changed," said Donna Reif- 
schneider. president of the 
National Pork Producers. 

However, few congress- 
man have changed their 
minds since Mr Clinton 
deferred bis bid for fast- 
track last year rather than 
see it defeated. 


Russian 
crisis 
likely to 
benefit 
China 

By Jamas Kynge in Beijing 


Russia’s economic crisis has 
freed up more than J2bn in 
US Eximbank loans, much of 
which may be made avail- 
able for projects in China, a 
senior bank official said. 

' Steven Howlett. senior 
business development officer 
at the hank said that E brim - 
hank planned to Increase Us 
lending to China despite a 
slowdown in the country's 
economic growth. He said 
lending to China would prob- 
ably rise from about *l-5bn 
in 1998 to more than $2 bn a 
year by 3000. 

“Projects in Russia have 
literally been eliminated 
since the [latest] crisis there 
began," Mr Howlett said. 
H We are very bullish on 
China. China is a high-qual- 
ity market. It is becoming 
our largest single borrower, 
just surpassing Mexico." 

Eximbank loans are for 
projects which involve the 
import of US goods and ser- 
vices. Loans are offered at 
about one percentage point 
above Libor, and typically 
have maturities of up to five 
years for equipment pur- 
! chases and up to 10 years tor 
project financing. 

Mr Howlett said priority 
might be given next year to 
environmentally friendly 
projects including wind 
power, hydropower, water 
treatment and projects to 
clean up fossil fuel combus- 
tion. Power stations under- 
taken on a build-operate- 
transfer format were another 
area of interest, as were US 
aircraft sales to China, 
accounting for the lion’s 
share of Eximbank lending 
to China for several years. 

Eximbank’s enthusiasm 
towards China contrasts 
with a relative scarcity in 
commercial bank financing 
and an increasingly gloomy 
mood among foreign inves- 
tors in China. 

The representatives of sev- 
eral western power compa- 
nies In Beijing this week 
said that demand for power 
in some areas had dropped 
sharply in recent months, 
causing some Chinese state 
companies to seek a review 
of power purchasing agree- 
ments. 

Another barrier was insuf- 
ficient access to renminbi 
financing. 


N EWS DIGEST 

IHVESTMENTS IN CHI NA 

Companies report curbs 
on repatriating earnings 

China has imposed restrictions on the repatriation of 
earnings by foreign companies, insisting in some cases 
that they seek official approval each time they remit more 
than $10,000. The move has prompted concern In foreign 
embassies in Beijing and follows a series of measures 
which appear inimical to the interests of foreign investors. 
“This limit is of great concern. Some of our companies 
report that they have to get approval to repatriate wen 
$10,000. This is a tiny amount," said one foreign diplomat 
in Beijing. Other diplomats and company executives, how- 
ever, said that the limit was not as tow as $10,000 but 
nevertheless reported more checks and delays in hard cur- 
rency remittances. 

The latest restriction on repatriation of earnings seems 
to have been directed at curbing tire outflow of foreign 
currency from China. James Kynge, Beijing 


CYBERCRIME - 

Computer fraud unit set up 

The International Chamber of Commerce yesterday 
announced the setting-up of a special unit to advise com- 
panies on how to combat the growing problem of com- 
puter fraud and other cybercrimes. The Paris-based organ- 
isation. which groups chambers of commerce and 
individual companies from over 130 countries, sad the 
new unit would focus on collecting information, advising 
on prevention measures and Issuing warnings about crimi- 
nal methods and scams. Eric Ben, who heads the ICC’s 
commercial crime services arm in London, said yesterday 
that cybercrime was expected to grow at least in line with 
the explosion at internet use. 

The fight against cybercrime is hindered by lack of infor- 
mation on its extent, the ICC said. Most crimes go unde- 
tected, and those that are picked up often go unreported 
to any outside authority. Meanwhile, police forces lack the 
specialised resources needed to deal effectively with 
cybercrime. Mr Sfen said the cybercrime unit would pro- 
vide a focal point for companies to report on crime in con- 
fidence, enabling them to share information about how the 
crimes were committed that might provide lessons in pre- 
vention tor others. Frances Williams, Geneva 


SHIPBUILDING 


Yard to build seismic vessel 

Aker Fmnyards. the Rauma-based shipyard of Norwegian 
holding company Aker RGI. witi build a seismic vessel for 
Aker’s seismic company. Aker Geo. Aker Fmnyards wffl be 
responstote for equipping and modifying a hu8 constructed 
m Romania into an eight-streamer seismic vessel for off- 
shore oa and gas exploration. The order marks the fast of 
six planned vessels for Aker's newly launched company, 
Aker Geo, held jointly by Aker BGi and its oti service com- 
pany Aker Maritime. Valeria Skfiid, Oslo 


Cairns group urges end to export subsidies 


By Ranees Wfflams in Geneva 


Ministers from the Cairns 
group of agricultural export- 
ing countries yesterday 
called on the Ear ope an 
Union and the US to desist 
from the increasing use of 
farm export subsidies which 
threatens to trigger a 
full-scale subsidies war. 

The statement was made 
in Geneva to coincide with a 
meeting of the general coun- 
cil of the World Trade 
Organisation which is dis- 
cussing preparations for new 
global trade talks including 
agriculture. 


The 15-strong Cairns 
Group wants the negotia- 
tions on Cam trade, due to 
begin at the end of next 
year, to agree the “complete 
and early elimination of all 
forms of export subsidies." 

However, alarmed by 
growing short-term pres- 
sures for more use of export 
subsidies as world farm com- 
modity prices weaken, it Is 
railing on the EU and US “to 
exercise restraint." “In the 
current global economic 
environment, intensification 
of export subsidies would be 
sheer folly," the statement 
said. 


Mast of the Cairns Group 
members, which is led by 
Australia, are developing 
countries in no position to 
match subsidies by the rich 
trading powers. They fear a 
damaging erosion of their 
existing markets if a subsi- 
dies war erupts, as well as 
restricted opportunities to 
enter new markets including 
those in the developing 
world. 

Brussels, the main culprit 
so far, says its subsidies are 
within WTO rules hut Cairns 
officials said yesterday that 
while within the legal limits 
they were inconsistent with 


the spirit They argue that 
the EU has exploited a loop- 
hole in the rules by accumu- 
lating subsidy entitlements 
from previous years when 
world prices were high. 

Meanwhile, WTO members 
yesterday began the arduous 
process of deciding on the 
agenda for the next series of 
international trade talks 
which are due to be 
launched at the third WTO 
ministerial meeting in the 
US in fate 1998. 

The EU yesterday argued 
for a very broad agenda to 
be handled as a “single 
undertaking" within about 


three years. Support for a 
broad agenda appears to be 
widespread across the devel- 
opedjdeveloping spectrum 
but there are some impor- 
tant dissenting voices. 

India, for instance, yester- 
day said that a comprehen- 
sive trade round would be 
“premature” and Indonesia, 
speaking for the Association 
of South East Aslan Nations, 
also said implementation of 
existing agreements should 
have priority. 

Countries are also divided 
on whether or not the nego- 
tiations should be a single 
undertaking, in which “noth- 


ing is agreed until ev 
thing is agreed". Wash 
ton, in particular, is tea 
of the talks being held 
tage to accord in the sc 
live agricultural art 
where the EU. Japan 
South Korea can be expe 
to resist thorough gt 
liberalisation of fs 
trade. 

There are also diverge) 
of view over what suhj 
should be included in 
talks beyond agriculture 
services on which negi 
tions are programmed ui 
existing agreements. 


Data protection plan for electronic commerce 


By Frances WHSams In Geneva 

The International Chamber 
of Commerce yesterday pres- 
ented model clauses for com- 
pany contracts involving the 
international transfer of per- 
sonal information which it 
believes could head off the 
looming threat of a trans- 
atlantic cyber-trade war. 

Under the terms of the 
model clauses companies 
outside the European Union 
would undertake to give per- 
sonal data emanating from 
within the EU the same level 
of protection as the EU’s 


new data protection direc- 
tive which aims to safeguard 
individual privacy. 

The clauses also provides 
for legal remedies if consum- 
ers believe their legal rights 
on privacy have been 
breached. 

The EU directive empow- 
ers EU authorities to cut off 
after October 25 exports of 
many kinds of personal 
information to countries 
which they Judge not to have 
adequate data protection 
arrangements. 

This includes the US 
where data protection has 


been left to Industry self-reg- 
ulation, raising fears of a 
severe disruption to US/EU 
trade and an impediment to 
the growth of electronic 
commerce. 

The ICC, which has 
worked out the model con- 
tract in consultation with 
businesses on both sides of 
the Atlantic, will now sub- 
mit it to the European Com- 
mission for approval. 

Christiaan .van der Valk, 
the ICC’S electronic com- 
merce specialist, said yester- 
day that the model clauses 
fulfilled the EU’s specified 


criteria for the protection of 
personal data transferred, to 
countries without an estab- 
lished data protection 
regime. 

“Once they are incorpo- 
rated in a contract, the 
clauses become fully enforce- 
able for the contracting par- 
ties. Provided that the EU 
Commission endorses them, 
they would avert a serious 
interruption of transatlantic 
data flows." he said in 
Geneva. 

The clauses draw on an 
existing model contract on 
data protection drawn up by 


the European Commission, 

the ICC and the Council of 
Europe, and endorsed by the 
Organisation for Economic 
Cooperation and Develop- 
ment. as well as OECD 
recommendations on protect- 
ing private data. 

Mr van der Valk said the 
model clauses also fitted In 
with the desire of business 
for minimum government 
regulation of the internet 
and electronic commerce. 
“This is a market instru- 
ment that companies can 
use to continue to do busi- 
ness. while still protecting 


consumers' privacy rigi 
he said. 

The ICC, which ende 
two-day conference on 
balisation in Geneva ye 
day, also said It would 
putting forward a broad 
regulatory programme 
electronic commerce at 
OECD meeting in Ott 
early next month. Mem 
of the World Trade Orgar 
tion in Geneva are also 
cussing a work prograr 
on electronic commi 
which could result In the 
mulation of internath 
cybertrading rules, 



“As part of Lucent Technologies, 

I’m helping to take communications 

in Europe to new heights” 

Jan Neuteboom. Manager. Software Development 

I love the feeling of freedom when I fly. If 5 like the 
freedom I have at Lucent Technologies to find a better 
communications solution. 


That's how my team' of high-flyers developed a countrywide 
networked messaging system to service all the Netherlands. 
And it's why Lucent solutions — from voice and data networking to 
internet call center applications and wireless - are transforming 
communications throughout Europe. 


Whatever the future brings will probably come from Lucent 
Technologies too. After all, over the past 128 years Bell Labs, 
our R&D division, has developed innovations that include 
the transistor, laser and cellular technology, even the 
communications satellite. And eight of our scientists have been 
awarded the Nobel Prixe — a legacy of innovation that continues with 
3 new patents every working day. 

Who's responsible for this record of achievement? 

Consider that I have 15,000 colleagues working at 
Lucent across Europe - and 120,000 worldwide. 

Each of us is aiming to make the breakthrough 
that fakes communications to a new level. That's 
why I know Lucent will change the way you 
communicate. Get ready for take off! 

We make the things that make communications work! 


Lucent Technologies 

HB Ufa I nn o va t ion * 

Tel +44 7000 LUCENT 
+44 7000 582368 
wwwJucentcom 
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How do you 
define the future 
when you can’t 
predict it? 
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FINANCIAL SERVICES 

Ifour aspirations. Our passion. 
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ons that will create our future. Its why the 
:eedle. lodav we are one of the worlds leading' 
fs. Groupwide, that is our focus. We are globally 



Zurich Group merged with the financial 
providers of insurance, financial protection 
present. Locally in tune. The sky’s the limit. 


www.zuridL com 
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GLOBAL ECONOMIC CRISIS INTERNATIONAL LENDER NEEDS CAPITAL INCREASE AFTER BAIL-OUTS PUT FINANCES UNDER STRAIN 


World Bank sounds alarm 
over risky emergency loans 


By Robert Chats, 

Economies Editor 

The World Bank has warned 
its shareholders that it may 
need a politically controver- 
sial capital increase if it is to 
continue providing emer- 
gency help to countries fac- 
ing financial crises. 

The Bank has so far com- 
mitted $a.4bn to Asian coun- 
tries and Russia that have 
fallen victim to financial 
market turbulence. Some 
directors of the Washington- 
based institution resent the 
way it has been forced to 
help finance short-term 
liquidity support that is nor- 
mally the remit of the Inter- 
national Monetary Fund. 

The Bank’s ann ual report, 

published yesterday, showed 
that the International Bank 
for Reconstruction and 
Development (IBRD) - the 
arm of the Bank that lends 
to middle-income govern- 
ments - committed a record 
$ 2 l.lbn in loans during the 


fiscal year to end-June. 

This was 77.7 per cent of 
what the Bank regards as a 
sustainable level of lending 
in any one fiscal year. Had 
this ratio hit SO per cent, for- 
mal consideration of a capi- 
tal increase would have been 
triggered automatically. 

The loans to Asia and Rus- 
sia have put the Bank's 
finances under strain not 
simply because of their size, 
but also because they have 
increased the riskiness of its 
loan portfolio. For example, 
more of the Bank's lending 
is now concentrated on a few 
vulnerable borrowers. 

“The deterioration in the 
quality of the portfolio and 
the growth in the loan book 
over the past year has 
absorbed much of IBRD's 
risk hearing capacity, ” the 
Bank management has told 
its board. “This means IBRD 
has very limited scope to 
expand the volume of its 
lending at present.” 

Staff estimate that only 


two of the Bank’s existing 
large borrowers need to go 
into arrears before even its 
normal lending operations 
would haw to be cut back. 

The Bank has sounded the 
alarm only weeks after its 
board controversially agreed 
to boost the institution's 
income by increasing the 
cost of loans to its middle-in- 
come borrowers. These coun- 
tries believe they are being 
forced to pay for the priori- 
ties of the richer nations - 
debt relief for poor countries 
and short-term rescue pack- 
ages. 

But the Bank mariagPTyi Pnt 
concedes that there Is a 
rationale for it to provide 
IMF-style finance. Agree- 
ment on the long-term struc- 
tural reforms in which the 
Bank specialises is now seen 
as an essential complement 
to macroeconomic measures 
In stabilising crisis econo- 
mies and restoring investor 
confidence. 

Officials believe that if the 


Bank is to continue provid- 
ing crisis assistance it 
should be formalised in new 
“emergency structural 
adjustment loans” (ESALs). 
with shorter repayment peri- 
ods and higher charges than 
the Bank's normal loans. 

But if the Bank is to offer 
these loans to the sorts of 
large, risky, contagion-prone 
economies that have fallen 
victim to the crises so far, 
then it will need to change 
its financial structure so it 
can take on more risk. 

One option is for member 
countries to contribute more 
capital and reserves, 
although the IMF has dem- 
onstrated how hard it might 
be to persuade the US Con- 
gress and other national par- 
liaments. At the end of June 
the IBRD had paid-in capital 
of Jll.3bn. During the last 
fiscal year it also carried out 
medium and long term bor- 
rowing of just over S28bn, 
well up on the $l7.7bn 
recorded in fiscal year 1997. 
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Another approach would 
be for shareholders to allow 
the Bank to operate with 
fewer reserves relative to the 
size of its loan book. But as 
well as making it more 
likely that shareholders 
would be called upon to 
cover bad loans in the 
future, this could also makp 
it more expensive for the 
Bank to borrow in financial 
markets. 

A further option would be 
to sell parts of the Bank's 
loan portfolio. But this is 
unlikely to be viable at a 
time when investors are 
demanding higher risk pre- 
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m t urns . An off-balance sheet 
facility could also be created, 
which might allow the Bank 
to mobilise private sector 
financing. 

These options may all 
prove so unappealing that 
shareholders would prefer 
the Bank to stop providing 
emergency finance. Some 
senior Bank officials believe 
this would be tbe best out- 
come, although they recog- 
nise that the institution Is 
likely to be called upon to 
help finance crisis manage- 
ment for as long as the lead- 
ing industrial countries 
believe it has spare cash. 


RUSHDIE AFFAIR LINKS TO BE RENEWED AFTER TEHRAN REFUSES SUPPORT FOR KHOMEINI FATWA DEMANDING BRITI SH AUT H OR ' S DEA TH 

Britain and Iran to exchange ambassadors 


By Laura Sllter at Die 
United Nations In New York 

Britain and Iran yesterday 
struck a deal to exchange 
ambassadors, after Iran said 
it would not threaten the life 
of Salman Rushdie, the 
author under a fatioa - a 
religious edict calling for his 
death - since 1989. 

The move comes after 
Robin Cook, British foreign 
secretary, flew nearly 24 
hours to meet hjs Iranian 
counterpart, Kamal Khar- 
a 771 on the margins of the 
UN General Assembly in 
New York and after recent 
intensive diplomatic con- 
tacts. 

But Iran's announcement 
does not mean the lifting of 
the fatioa against Mr Rush- 
die. Shortly before his death, 
Ayatollah Ruhollah Kho- 
meini issued the fatioa 



Rushdie: 'It means everything. It means freedom,' he said last night 


declaring the author's 
“Satanic Verses" were blas- 
phemous. 

For nearly a decade Mr 
Rushdie, a UK citizen, has 
lived in hiding under British 
police protection - his status 
a m^jor obstacle in Anglo- 
Iranian relations. 

Mr Cooke admitted that 


tbe Iranian position stopped 
short of a repeal of the edict, 
and expressed doubt that tbe 
government could sway the 
Iranian Fifteenth of Kbordad 
revolutionary foundation to 
rescind its $5L5m bounty on 
Mr Rushdie because of divi- 
sions in Iranian society' and 
government. 


Asked whether yesterday’s 
announcement amounted to 
“privatising" the fatwa. Mr 
Cook said: “The threat to 
Salman Rushdie is dimin- 
ished by the statement." 

He said he believed Mr 
Rushdie, who was in the For- 
eign Office when the agree- 
ment was announced, would 
“welcome anything which 
would reduce the threat to 
his safety". 

In a statement Mr Khar- 
azzi said: “The Government 
of the Islamic Republic of 
Iran has no intention, nor is 
it going, to take any action 
whatsoever to threaten the 
life of the author of The 
Satanic Verses or anybody 
associated with his work, 
nor will it encourage or 
assist anybody to do so.” 

He said Iran “dissociates 
itself from any reward which 
has been offered in this 


regard and does not support 
it”. 

Mr Cook said: “These 
assurances should make pos- 
sible a much more construc- 
tive relationship between the 
United Kingdom - and 1 
believe the European Union 
- with Iran and the opening 
of a new chapter in our rela- 
tions.” The statement was 
agreed between the two for- 
eign ministers, but it was 
said in front of television 
cameras rather than in a for- 
mal document. 

Mr Cook said Britain’s 
security forces would con- 
tinue to provide protection 
for Mr Rushdie. “Of course 
this does not provide Salman 
with protection against a 
fanatic seeking to carry out 
the original fatioa. We will 
continue to give whatever 
protection is appropriate to 
threat” 


In an apparent attempt to 
ease possible anger among 
Iran’s Islamic hardliners. Mr 
Cook said he “confirmed” 
that “neither we nor any of 
our EU partners condoned 
the content” of Mr Rushdie's 
book. 

Britain and Iran restored 
diplomatic relations in 1990 
after the Iraqi invasion of 
Kuwait Iran stayed on the 
sidelines to that war. 

Yesterday's meeting was 
the first between British and 
Iranian foreign ministers 
since 1994, when Douglas 
Hurd, then foreign secretary, 
met his counterpart. Ali 
Akbar Veteyati. 

The two countries agreed 
to explore ways to combat 
drug trafficking, facilitate 
humanitarian assistance to 
refugees and work towards 
resolving conflicts with 
Afghanistan and Iraq. 


NEWS DIGEST 

IMPACT OF FINANCIAL TUR MOIL 

African growth rate likely 
to fall by 1 or 2 per cent 

Africa could lose between 1 and 2 per cent of gross 
domestic product growth this year because of the global 1 
financial crisis, the UN's industrial Development Organisa- 
tion has warned. 

In October 1st year, the IMF forecast 5.3 per cent 
growth, but the combination of turmoil in world markets 
and adverse weather has seen estimates fall to under 2 
percent. 

Although the continent’s low share of world trade and 
financial IHiquidity has shielded it in the short term, tailing 
commodity prices and reductions In overseas development 
assistance are “a cause for deep concern for African econ- 
omies”. said a unklo report 

The IMF forecasts sub-Saharan African exports will 
decline by 2.7 percent in 1998. following virtual stagnation 
last year. If Asian exports of directly competitive products 
like wood, rubber and palm oil begin to pick up. benefiting 
from currency drops of about 30 per cent, competition 
could increase. 

Following Asia’s S125bn bail-out, official development 
assistance could also plummet. The IMF estimates that 
official flows to Africa will drop from SB.Aton in 1997 to 
$4.4bn this year, white net foreign direct investment and 
net portfolio Investment will fall from Sl0.3bn to S7.7bn in 
the same period. Mark Turner, Nairobi ^ 
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Organised resistance fades 

A measure of calm returned to the burned -out capital of 
Lesotho yesterday as South African and Botswana troops 
maintained a close watch on the lawless streets. 

Bands of looters still roamed the city, but in smaller 
numbers than on Wednesday, and gunfire was only spo- 
radically heard. 

A pall of smoke still hung over the city, which was 
engulfed by chaos on Tuesday when Pretoria poured 
troops into the tiny, mountainous kingdom at the request 
of Prime Minister Pakalitha Mosisili to quell what he called 
an army mutiny. 

The commander of the joint Intervention force said 
organised military resistance had faded, but that his troops 
were still under sniper fire from rebel soldiers who had 
retreated io the hills surrounding Maseru. 10 

At least 66 people were killed In fighting, with the South 
African army counting eight dead. Reuters, Maseru 


TERRORISM IN ISRAEL 

Bomb explodes near university 

A bomb exploded close to the Hebrew University in Jeru- 
salem yesterday, the third in Israel in as many months with 
no organisation claiming responsibility. In all three cases, 
no one was killed, raising speculation among the security 
forces that either Hamas, the Islamic resistance move- 
ment, had changed its tactics away from suicide bomb 
attacks, or that the incidents were the work of unknown 
groups. 

Judy Dempsey, Jerusalem 
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Microsoft invests in the future 
to create employment and 
economic growth in Europe 

As the shortage of skilled IT workers becomes greater and greater, the company 
trains tens of thousands of professionals to provide them with the skills 
European businesses need to remain competitive in today’s marketplace 



A recent I DC/Microsoft study shows 
that Europe is facing a critical short- 
age of skilled IT professionals - 
510,000 jobs will be unfilled at the 
end of 1998. growing to 1.6 million 
by 2002 . in the wake of accelerated 
growth, the IT industry is creating 
jobs faster than people are gaining 
appropriate skills, resulting in this 
severe shortage of trained IT 
professionals. Policy makers and 
members of the IT industry agree 
that unless steps are taken to train 
individuals to fill these jobs, the gap 
will continue to grow and the eco- 


nomic benefits of the information 
society fbr Europe will be delayed. 

Microsoft is playing an important 
role in the future of education and 
training in Europe. The company 
has initiated a number of Innovative 
training and education programmes 
to help today’s students, graduates, 
unemployed workers and current 
workforce develop the skills they will 
need to contribute to toe growth of 
the European economy. 

During a recent visit to Europe, 
Microsoft Chairman, Bill Gates, said, 
’If there's anything holding back the 


investment in IT, it would be the 
skills shortage, and that’s even 
more true in Europe than in the 
United States. There are not as 
many IT professionals as the market 
will require and so a lot of people in 
the industry are coming together 
to see how we can help bridge that 
gap and benefit from the opportuni- 
ties that are out there/ 

The guiding principle at Microsoft 
to address these issues is 
partnership at the local level. 

By working with local governments, 
agencies and educational 


institutions, toe company 
concentrates on making sure that 
skills training programmes are 
relevant to the needs of individual 
communities. 

Microsoft's training Initiatives are 
designed to encourage what the 
company calls ‘lifelong employabili- 
ty and revolve around three main 
areas : working to ensure that 
students have the adequate skills 
to find gainful employment once 
graduated, helping longterm 
unemployed people access toe 
training that will allow them to 
successfully enter the marketplace, 
and providing continued training 
opportunities fbr current IT 
professionals to help augment toe 
possibilities of viable careers. 

MfcraMftWM fcs to reach 
more and more students to 
Increase the number of 
trained professionals In the 
IT Industry 

As a result, the company works to 
bring IT training to more and more 
students in order to increase the 
number of trained professionals 
entering the Industry. Some of 
Microsoft’s initiatives include: 

• The Microsoft Authorised 
Academic Training Programme 
(AATP) which currently operates in 
57 locations throughout Europe. 
The AATP provides training for 
teachers and reduced pricing fbr 
courseware. 

• Microsoft Authorised Technical 
Education Centres (ATEC). 400 
centres exist across Europe and 
provide training for more than 
20,000 students per month. 

• Innovative national programmes 
in countries where Microsoft does 
business. For example, Microsoft 
Italy works closely with the Italian 
Ministry of Public Education on two 
initiatives. The first called 
'Programme for toe development of 
multimedia 1997-2000’, is 0 joint 
agreement to promote toe proper 
use of software and multimedia in 
schools and Microsoft provides 


special pricing to allow schools to 
purchase selected products. The 
second revolves around a series 
of 21 free seminars fbr professors 
in mid to higher level education 
that focus on Microsoft Office and 
the Internet 
In the United Kingdom, 

Microsoft has established toe 
Graduate Academic Student 
Programme through which toe 
company works with universities to 
ensure Microsoft Certified 
Professional accreditation is 
Included in degree programmes. 

WDridng to close fta 
fTskfflsgapby 
helping tong tenn 
unemptoyed people 
find Jobs hi IT 

Microsoft is also actively con- 
tributing to closing the IT skills gap 
tV helping unemployed people use 
knowledge of information technolo- 
gy to enter the industry. Microsoft's 
European Scholar Programme, 
which runs in twelve countries has 
seen more than 2,500 people 
graduate in the past two years. 
Nearly 100% of them have found 
Jobs, and almost 90% within 30 
days of completing their training. 
One of the most dramatic 
examples of Microsoft's European 
Scholar Programme is found at toe 
Ballymun Job Centre in Ireland. 

The project there, called Tramlines, 
is a joint public-private Initiative 
that allows longterm unemployed 
people in that community to follow 
training courses to obtain the level 
of skills needed to obtain profes- 
sional jobs In the IT Industry. Not 
only has this goal been achieved, 
but the success was so great that 
a spin-off programme was created 
to welcome an ever greater 
number of participants. 


to Etoope today, there are - 
o re r th ree mflflon fTprofso- 
donate In the vravkferee who 
need to keep pace with the 
fastevDlvfaig b rfpnp a Uon 

technology 

Through Microsoft's certification 
and training programmes, IT pro- 
fessionals can continue to improve 
their skills and keep pace with the 
speed at which technology is evolv- 
ing. Microsoft has trained over 1.2 
million fT professionals worldwide. 

In the past year, that number 
included 118,000 people who 
received Microsoft certification, 
60,000 of which were In Europe. 

The programme achieves such 
success by providing a range of 
training materials to people who 
want to gain the status of 4 
Microsoft Certified Professionals. 

In addition, to ‘skill ' the contractor 
market, Microsoft provides training 
through independent IT recruit- 
ment agencies, some of which 
partner with the company’s ATECs, 
to design programmes that give 
contractors recognised industry 
qualifications - which help to 
enhance career prospects. 

Bernard Vergnes. Chairman of 
Microsoft Europe, Middle East and 
Africa says, 'As a responsible and 
concerned employer, we are 
making a long-term investment In M 
training initiatives, and the results 
of our programmes so far have f 
been extremely successful. 

If Europe Is to remain competitive 
in toe long term it is imperative 
that private and public sectors 
work together to help close this 
potentially damaging skills gap 
growing in Europe. Not doing so 
will greatly hinder Europe's 
economic progress.' 
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MONETARY POLICY REVISIONS TO NATIONAL ACCOUNTS SHOW CURRENT UPSWING STRONGER THAN EXPECTED 
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■' V, Economics Editor 


The Bank of England. UK 
*°tral bank, may be more 
eluctant to cut interest 
"ates following revisions to 
Britain's national accounts 
.■esterday showing that the 
-urrent economic upswing 
Tas been stronger than it 
--ooked while the last reces- 
sion was shallower. 

The Treasury estimates 
that the output of the econ- 
omy may be nearly l per 
cent above the level consist- 
ent with Stable infla tion. 


Previously it put this “out- 
put gap" at about 0.5 per 
cent. 

Gordon Brown, the chan- 
cellor of the exchequer, hag 
long warned that the econ- 
omy faced a “necessary slow- 
down”. Yesterday's figures 
suggest that it will need to 
be sharper than previously 
expected. 

But the level of output 
consistent with stable infla- 
tion is highly uncertain. 
This suggests the Bank may 
well feel the revision is too 
small to justify higher inter- 
est rates - especially given 
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New accounting 
system redefines 
the humble cow 

European rules introduced yesterday bring 
the UK into line with the rest of the world. 
Richard Adams examines the changes 
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'hen is a cow not a 
cow? When it is 
included in the new 
system of national accounts 
introduced yesterday. It 
marks the biggest change in 
the way the UK economy is 
measured for more than 35 
years. 

Yesterday saw the publica- 
tion of the latest Blue Book 
of national accounts and the 
Pink Book of balance of pay- 
ments. The ONS normally 
i uses these volumes to revise 
previous estimates of eco- 
nomic activity, incorporat- 
ing new information and 
ironing out statistical prob- 
lems. But substantive 
changes have been 
announced this year. 

. Several are far-reaching, 

i ; . ■ i v C: £ •) Take the humble cow. Under 
the previous system of 
accounts it happily chewed 
cud and produced what the 
ONS called “inputs" - milk 
- used to produce other 
goods such as cheese. 

But under the European 
System of Accounts, which 
the UK is required to adopt 
by the European Union, 


cows become “cultivated 
assets yielding repeat prod- 
ucts”, and are counted under 
capital investment rather 
than intermediate inputs. 
Spending on computer soft- 
ware and mineral explora- 
tion are also reclassified as 
capital formation rather 
than inputs. This boosts esti- 
mates of investment and 
gross domestic product 

One of the changes intro- 
duced yesterday means that 
the output of parts of the 
public sector will be mea- 
sured directly rather than by 
using Inputs, such as 
employment or procurement, 
as a proxy. In education 
quality-adjusted pupil num- 
bers will be used to measure 
output rather than a head 
count of teachers. 

One odd result will be that 
during a recession, when 
unemployment rises , the 
social welfare areas of the 
government will probably 
become more productive as 
they deal with more people. 

Another change is to the 
headline definition erf gross 
domestic product, the figure 


the international environ- 
ment 

The short-sterling futures 
market concluded yesterday 
that the chances of an early 
interest rate cut had 
improved, but this owed 
much to growing expecta- 
tions of a US rate cut 

The Office for National 
Statistics still believes that 
the UK economy was grow- 
ing at around its long-run 
trend rate between the first 
and second quarters, but fol- 
lowing stronger growth in 
each of the last eight years 
than it originally estimated. 


Manufacturing looks 
healthier than it did with 
output 0.7 per cent up on a 
year ago. compared to previ- 
ous estimates of a small fan 
But the latest survey from 
the Confederation of British 
Industry, Britain’s largest 
employer’s lobby, showed 
export order books at a 15- 
year low, suggesting pain 
may simply be postponed. 

Consumer spending 
appears to have slowed more 
sharply in recent months 
than earlier data suggested. 

The current account of the 
balance of payments has 


also been much stronger and 
is still in surplus. 

However, the UK’s net 
overseas asset position Is 
now thought to have been in 
the red for two years. 

Statisticians now calculate 
that the economy has grown 
20.1 per cent since spring 
1992, which marked the 
end of a two-year recession 
in which it shrank 2 £ per 
cent 

They had thought that 
output bad grown 18.6 per 
cent, after a recession of 3.6 
per cent. 

Economic growth looks 


stronger in part because 
investment growth has been 
revised up substantially - 
more than threefold in 1996 
alone. 

But business investment 
fell 2.7 per cent in the second 
quarter, following five con- 
secutive increases. 

The revisions reflect Euro- 
pean accounting standards, 
the use of 1995 prices to 
weight different parts of the 
economy, better business 
surveys, direct measurement 
of public sector productivity 
and a broader definition of 
investment 


The sew system of national accowts 

GDP wealth 
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most commonly used to mea- 
sure economic growth. Out 
goes the measurement of 
GDP at factor cost, which 
excludes indirect taxes and 
government subsidies. In 
comes GDP at market prices, 
which includes them, bring- 
ing the UK into line with the 
rest of the world. 

In addition, “stockbuild- 
ing" is relabelled as invento- 


ries, while “consumers' 
expenditure" is split into 
two categories: household 
final consumption expendi- 
ture and final consumption 
of non-profit institutions 
serving households. 

The Introduction of the 
new system coincides with 
the regular “rebasing" of the 
national accounts. Measures 
of “real" activity for the past 


three years win now be cal- 
culated using 1995 rather 
than 1990 prices. 

The rebasing reduces esti- 
mated economic growth 
rates over the period. Con- 
sumers tend to spend more 
on goods and services that 
are becoming relatively 
cheap and less on those that 
are becoming more expen- 
sive. Rebasing reduces the 


Trade deficit forecasts look set to be scaled back 


Forecasts for the UK’s trade 
deficit this year and next 
look set to be scaled back 
by tuitions of pounds after it 
emerged that exporters have 
performed tar better recently 
than previously thought, 
Richard Adams writes. The 
ONS’s new accounting 
methods have uncovered 
exports of services by 
companies outside the 
service sector, such as 
production sector 


companies, that it had not 
previously recorded. The 
1997 Pink Book, the detailed 
breakdown of the UK’s 
external position, added 
around £1bn ($1.6bn) to 
£l.5bn to last year’s trade In 
services surplus. The higher 
services figure helped the 
revised overall surplus for 
1997 double from previous 
estimates of £4.5bn to 
£8 Jbn, which the ONS said 
was the highest ever 


recorded in cash terms. 

The Pink Book also 
unearthed extra exports of 
manufactured goods. The 
latest current account 
figures for the second 
quarter of this year - also 
published yesterday - 
continued the buoyant news. 
The current account - which 
includes income from 
invisible earnings - was in 
surplus by £600m during 
April to June. 


weight given in the national 
accounts to parts of the 
economy for which prices 
are rising relatively slowly - 
and in which output as a 
result is rising quickly. 

Estimates of gross 
national product will also be 
reduced because the treat- 
ment of value-added tax rev- 
enue paid to the European 
Union will change. 

Elsewhere, the ONS has 
widened the scope of its sur- 
vey data used in compiling 
the accounts. 

It will now use the Inter- 
Departmental Business Reg- 
ister, which covers 98 per 
cent of UK economic activity 
and Improves the consis- 
tency of the accounts. 

The various chang es mpan 
that the big computer mod- 
els of the economy, like 
those used at the Treasury 
and Bank of England, the 
UK central bank, will also 
seed extensive revision to 
deal with the new figures. 
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NEWS DIGEST 


MIDDLE EAST 

FBI intelligence ‘led to 
arrest of terror suspects’ 

Foreign-based intelligence that the UK is being used by 
terrorism plotting further attacks against US targets around 
the world is thought to have been behind the arrest of 
seven middle-eastern suspects in London on Wednesday. 
Information is thought to have been provided by the Egyp- 
tian government and the FBI. The suspects had been 
linked to Islamic terrorist groups dosefy associated with 
Osama bin Laden, the Afghanistan-based Saudi funda- 
mentalist US authorities believe plotted last month's bomb 
attacks in Tanzania and Kenya. The Al-Muhajlroun group in 
London, which vocally supports Mr bin Laden, yesterday 
claimed that six of the detainees were Egyptian and the 
seventh a Saudi who has arranged media interviews with 
bin Laden. Islamist activists said that the arrests may have 
been prompted by the recent decision of the Saudi sus- 
pect to leave Britain. The suspect is thought to have 
informed the Home Office a week ago of his plans to leave 
the country, having tailed to obtain asyfum. 

Lord Avebury, of the opposition Liberal Democrats, said 
yesterday he feared the UK government was clamping 
down on exiles and asylum seekers in order to appease 
Middle Eastern governments with which It trades and 
shares strategic interests. Jimmy Bums and Routa 
Khafaf, London 


SATELLITE TV 


BSkyB warned on screen guide 

British Sky Broadcasting, the satellite television company, 
has been told by Oftei. the telecommunications watchdog, 
that its on-screen guide to its 140-channel digital network 
may breach European law. The warning comes a week 
before the launch of BSkyB 's digital service, which is 
accessed via an electronic programme guide. Oftei said 
there were “some concerns”. One is that although a 
BSkyB logo appears prominently on its guide, other broad- 
casters whose channels are carried by BSkyB - such as 
the BBC - are not allowed to display their own logos. One 
of those broadcasters said yesterday: “Either all broad- 
casters should be able to have logos displayed with equal 
prominence or none should. Unlike some electronic pro- 
gramme guide owners rn the US. BSkyB both operates the 
satellite platform and owns its own content Competitors 
believe the broadcaster could favour its own channels. 
Cathy Newman, London 


RAILWAYS 

$11 7m train order for Adtranz 

Conn ax Rail, the privatised train operator that runs com- 
muter and longer-distance services in south London and 
south-eastern England, has ordered 25 trains costing 
£70m (SI 17.6m) from Adtranz, the international rolling 
stock manufacturer. The new trains will come into service 
in time for winter 2000. The order will consist of 15 four- 
coach trains and 10 three-coach trains. Adtranz mil build 
the trains at its works in the English midlands and maintain 
them at a depot near Ashford in south-east England. Con- 
nex will pay for the trains Itself but win arrange a sale and 
leaseback with one of the train leasing companies. 

Charles Batchelor, London 
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LONDON, SE12 
Crest Sports and Leisure Chib 
An extensive Health & Fitness Club offering; 

36 bav golf driving range & outdoor tennis courts. 
Clubhouse building - approx 3,390 sq m 
(36,484 sq ft). 2 bars, gymnasium, indoor 
swimming pool, aerobics studio. Highly accessible 
location with extensive catchment population. 
Guide Price: £1,500,000 
Chelmsford: 01245 269311 
Contact: Matthew SmitMan Simpson 
e-mail: msmith@fpdsavills.co.uk 
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London'* No.l Specialist 
Search Company 
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and ImtimcMi tar Clnli 
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-LET US SEARCH FOR YOU." 
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Small London based 
Developer Trader 
w«h a f35m commercial 

programme providing circa £2m of 
profit/fee Income over toe next 
two years seeks eqwty paitoer for 
Bxpansen. 
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CHELSEA 

NEW STYLISH 
2 BED APAFTTMENT 
(970sq.fi) 

ktoal for owner occupation 
or as a prime Investment 
Trie a p artm en t benefits from 
a large rec. room. Ngtt-tecn. 
security, a aeon underground 
parting space, and day p or terage. 

Now 999 Tear Looms 
P rice £ 489^000 

CALL OUB SHOW FLAT 
0171 635 1357 
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FOR SALE - Uadtcal Cenrie m Harley 
Strut London Wl. Fee Numfeer 
rOin 23(0685 


X2 ACRES OLD HOTEL STYE. Rural 
Stnwwo. C a n o n SB presage mm 
D w etopt m so u g ht ete33S5&K6 



LANDLORDS 


Exclusive 
AIR MILES 
Offer From 


barnard 

marcus 


Instruct us to let and manage your property on 
a sole agency basis and once the property is 
tenanted well be delighted to reward you with 

750 AIR MILES awards. 
enough for a London-Cologne return flight! 
lb find out more call Theresa Pausey today on 

0181 563 9191 

FOR A LIMITED PERIOD ONLY 


ATTENTION HOTELIERS! 

Following a busy summer, we have 
an abundance of active applicants and 
now urgently require further properties. 

If you are considering a 
sale/letting of your property 
contact our Hotels Department 
for expert advice in confidence 
and entirely at no obligation. 

NO SALE - NO FEE 

NO UPFRONT ADVERTISING CHARGES 
NATIONWIDE COVERAGE 

Please contact 
Matthew Bettesworth at our London office 
0X71 636 8992 


'telephone 


INVESTMENT OPPOKIUNTTY! 

LUXURY HOMES IN VIRGINIA WATER, SURREY. 
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New Homes 
Supplement 1998 

Saturday October 1 7 

A 10-page property supplement is 
scheduled to appear on October 17 1998. 

As an exclusive market place for 
International developments this issue will 
provide an exciting outlook for the new developments 
on the property market. 

Editorial topics will include: 

Major financial centres, London, 

The Midlands, prestigious international sites, 
as well as 3 to 5 additional editorial topics. 

For further information 

regarding the supplement, 

please contact the Property team: 

Spencer Davis 
Tel: +44 171 873 3591 

or Nathan Morris 
Tel: +44 171 873 4744 
Fax: +44 171 873 3098 
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COMPETITION MINISTER IGNORES ADVICE AND CLEARS SALE ON CONDITION POWERGEN SELLS COAL-FIRED PLANTS 


Generator allowed to buy electricity group 


PCs ‘cost 


25% more 3 
in Britain 


By Andrew Taylor 
and David WigMon 


The government yesterday 
ignored the advice of the 
competition authorities and 
allowed PowerGen. Bri tain 's 
second -biggest fossil fuel 
generator, to buy East Mid- 
lands Electricity for £1.8bn 
f$3.lbn> on condition it dis- 
poses of two large coal-fired 
power stations, 

Peter Mandelson. the trade 
and industry secretary, over- 
ruled the Office of Fair Trad- 
ing, which recommended the 
bid be referred to the Monop- 
olies and Mergers Commis- 
sion. and the electricity reg- 
ulator. who called for bigger 


disposals by PowerGen. An 
MMC investigation would 
have delayed the disposals 
and the signing of long-term 
coal contracts by the genera- 
tor* which the government 
believes will safeguard thou- 
sands of mining jobs. 

The move is expected to 
spur further consolidation in 
the domestic power sector as 
weii as opening the door to 
increased purchases of Brit- 
ish coal by generators. 

Mr Mandelson said that he 
agreed with the director- 
general of fair trading that 
tbe bid raised “significant 
competition issues", but bad 
decided to allow the pur- 
chase to proceed provided 


Royal Automobile Club deal is referred to watchdog 


The future of the Royal 
Automobile Club, Britain's 
oldest motoring organisation, 
was plunged Into renewed 
uncertainty yesterday after 
the £45Qm ($756m) bid from 
Cendant of the US was 
referred to the Monopolies 
and Mergers Commission, 
Charles Batchelor writes. 

The 12.000 members of 


the RAC's Pall Mall club will 
have to wait until early next 
year before hearing whether 
they will each receive the 
£33,000-£35, 000 payout that 
will result from the 
sale. 

Cendant, a US marketing 
group, announced its 
intention to bid for the 
RAC's motoring services 


arm in April, a week after 
completing the purchase of 
the rival Green Flag 
breakdown business, it led 
to an acrimonious battle 
between the club's 
members, with those living 
overseas objecting to being 
excluded from the payout 
The MMC has until 
December 23 to report 


PowerGen sold 4.000MW of 
its 13.628MW coal and gas 
fired capacity. He said there 
was “no question of simply 
waving the merger through". 


PowerGen yesterday wel- 
comed tbe government's 
decision and appointed Gold- 
man Sachs to oversee the 
sales. Its shares fell from 


a92p to S8Sp. Mr Mandelson 
is due next month to publish 
his response to government 
proposals calling for the sale 
of under-used coal plant and 


restrictions on construction 
of gas-fired power stations to 
protect coal sales while new 
electricity wholesale pricing 
arrangements were intro- 
duced. 

Competition experts said it 
was ironic that Mr Mandel- 
son had ignored the OFT's 
advice in his first important 
merger decision, given that 
the government was looking 
at reducing political involve- 
ment in merger control 

PowerGen previously had 
offered to sell just one 
2.000MW power station in 
return for being allowed to 
buy East Midlands. 

Analysts said Ferrybridge 
in northern England was 


likely to be one of the power 
stations sold. They expected 
the disposals to raise about 
£90um. 

Energy groups that have 
expressed interest In buying 
coal-fired power stations 
include Centrica, which 
trades as British Gas, British 
Energy, the nuclear power 
generator, Enron the big US 
energy group and RJB. the 
ITK coal group. 

As a further safeguard. Mr 
Mandelson has asked Power- 
Gen to ringfence its genera- 
tion. distribution and supply 
businesses under separate 
managements. 


than in 
Germany 




By Paid Taylor 
and Peggy HoWngw 
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Liberal Democrat leader warns Blair 


By George Parker, m Brighton 


Paddy Ashdown, tbe leader 
of the Liberal Democrats, 
the opposition party, yester- 
day urged Tony Blair, the 
prime minister, to abandon 
his “control freak" tenden- 
cies and move swiftly to 
introduce electoral reform 
and a freedom of informa- 
tion bill. 

Mr Ashdown, in a closing 
speech to a fractious party 
conference, said relations 
between the Liberal Demo- 
crats and the governing 
Labour party would suffer if 
Mr Blair dragged his feet 

Mr Ashdown. also 


launched a strong attack on 
a supposed, authoritarian 
streak in the European 
Union, including its determi- 
nation to stamp out Imperial 
measurements and its han- 
dling of the growing crisis in 
Kosovo. 

But he went out of his way 
to praise Mr Blair's achieve- 
ments and gave his party 
another nudge towards a 
Lib-Lab coalition. 

"If we stay players on the 
field, not spectators from the 
sidelines, then we shall be at 
the centre of one of the 
greatest periods of reform 
our nation has ever seen." 
he said. 


Mr Ashdown remains con- 
fident that Mr Blair will hon- 
our his pledge to hold a ref- 
erendum on electoral reform 
during this parliament and 
that the government will 
campaign for a proportional 
voting system. 

But he Is concerned that 
sceptics in the cabinet are 
determined to dilute and 
delay a freedom of informa- 
tion bill. “It should be pub- 
lished without delay and it 
ought to be enacted in next 
year's session." be said. 

Mr Ashdown, who has 
faced criticism for working 
too closely with Labour, 
claimed he had yet to be con- 


vinced that Mr Blair was a 
genuine reformer who 
wanted to share power. 

“Are you a pluralist or are 
you a control freak?" he 
asked. “Your language tells 
me you're the first, but so 
many of your government's 
actions tell me you're the 
second." 

Mr Ashdown has been irri- 
tated by the determination 
of many delegates this week 
to frustrate his policy 
reforms, intended to stake 
out territory in the “radical 
centre”. He feels tbe party 
would face electoral disaster 
if It moved to the left 

Mr Ashdown said that by 


acting as a “candid friend" 
of the EU, the party would 
have more influence in per- 
suading the public of tbe 
advantages of early entry to 
the single currency. 

Referring to EU inaction 
on Kosovo, be said: “There is 
something ludicrously 
wrong with a European 
Union which can tiring the 
full weight of the law down 
on a greengrocer who tries 
to help his customers, yet 
sits helplessly by while its 
continent erupts in blood- 
shed.” 

Mr Ashdown bad hoped to 
travel to Kosovo today but 
was refused a visa. 



London Fashion Week has designs on success despite the gloom 


UK designers hope the buyers will return 
even though rumblings of recession make 
a dark backdrop. Alice Rawsthom reports 


A t this time last year 
2,600 store buyers and 
fashion journalists gath- 
ered in London Tor Fashion 
Week. The UK's designers 
are waiting anxiously to see 
if they come back today, for 
this season's shows. 

A strong pound, Asia's 
economic instability and 
fears of a UK recession are 
hardly an encouraging pic- 


ture for the 40 or so design- 
ers who will unveil their 
spring collections over the 
next five days. 

But despite this gloomy 
backdrop, the British Fash- 
ion Council, which organises 
the event, is hopeful atten- 
dance - and orders - will 
match last year’s. “We're not 
leaping up and down saying 
it's going to be the best sea- 


son ever, but judging from 
the level of interest from 
press and buyers, people are 
coming." says Simon Ward, 
the council's director. 

Until recently interna- 
tional buyers and journalists 
regarded London as far less 
important than Paris, Milan 
or New York. They came to 
London when an exciting 
crop of designers emerged, 
only to disappear again if 
their talent waned or they 
encountered financial prob- 
lems. London was seen, at 
best, as a source of icono- 


clastic, young designers who 
staged headline-hitting 
sbows. But even the most 
talented were criticised for 
being uncommercial and 
burdened with bad reputa- 
tions for quality and reliabil- 
ity. 

The latest London fashion 
revival appeare to be more 
durable. Attendance has 
risen steadily for several 
successive seasons, with tbe 
number of press and buyers 
up from 1,783 in September 
1SS6 to 2,637 in September 
last year. 


Recent research by the 
Department of Trade and 
Industry suggests the UK’s 
fashion designers have more 
than trebled their turnover 
since 1990, to £600m ($990m) 
last year. The rate of growth 
has accelerated recently. 


T he success of Paul 
Smith, whose business 
now musters annualised 
sales of 065m, has proved 
that British designers can 
achieve long-term success in 
the global marketplace. 

A number of prominent 


overseas fashion houses 
have hired Britons as chief 
designers. Some of them no 
longer show in London, 
notably John Galliano at 
Christian Dior and Stella 
MCCartney at Chloft but oth- 
ers continue to do so. includ- 
ing Alexander McQueen and 
Hussein Chaiayan, creative 
directors of Givenchy and 
TSE respectively. 

Saks 5th Avenue, one of 
the more conservative US 
retailers, is staging a British 
design promotion, featuring 
Elspeth Gibson, Cbrista 


Davis and Julien Macdonald, 
at its Manhattan flagship 
store. 

Several designers have 
also Improved production 
quality and provide a more 
efficient service, according 
to Susanne Tide Frater, head 
of fashion direction at Self- 
ridges. 

“What the London fashion 
scene needs is to build more 
solid brands, more Paul 
Smiths,” she says. “And a 
couple of the younger 
designers look as though 
they'll do that," 


On the right track 


FT BY INVITATION 


New Year’s Eve at the Imperial Ball, 
Hofburg Palace, Vienna 

28 December 1998 - 1 January 1999 


Better tracking 

We track the broader 
benchmarks closer than 
the competition. 


Broader coverage 

We cover more of the i 

market than the competition 


Better industry 
representation 

Comprehensive spread 
of industries from 
Pharmaceuticals to 
Transport. 


Now trading on 
Amsterdam Exchanges 
and LIFFE 

" T s: Eu r o top H 00 sr.d 300 
enable mves'o-s m race 
Europe in one eas-, 
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The Financial Times invites you to celebrate New Year's Eve in Vienna, at The Imperial Ball. This traditional ball 
and spectacular event takes place in the magnificent Hofburg Palace, where you will dine and waltz in the New 
Year in the beautiful Ceremonial Hall and the grand Festival Hall. 

In addition, this invitation includes: 


* A private welcome cocktail party * An evening at the State Opera House to see Mozart’s The Magic Flute " A 
private New Year's Day lunch ' Accommodation at the Hotel InterContinental ' Scheduled flights from London. 
To receive further details, please compete the coupon below or telephone Elizabeth DrakP 
on +44 171 225 2988, Fax: +44 171 581 9109, Email: Spscoti.trav@virgin.net 


28 Dec 1 998 Austrian Airlines flight London - Vienna, 0930/1 245 hours. Private cocktail receotion 

29 Dec 1998 Buffet breakfast in the hotel. Evening performance of The Magic Flute, State Onem 

30 Dec 1998 Buffet breakfast in the hotel. Full day and evening at leisure h0use 

31 Dec 1 998 Buffet breakfast In the hotel. The Imperial Ball & Banquet. Hofburg Palace 

1 Jan 1999 Buffet breakfast in the hotel. Private New Year's Day lunch. 

Austrian Airlines flight Vienna - London, 1715/1840 hours. 


Price: 21595.00 per person in a twin 

Price includes: Economy scheduled flights, 4 nights Hotel InterContinental 4 breakfasts 
cocktail reception, Opera tickets, Imperial Ball & Banquet New Year’s Day lunch, event co-ordinator 
This Wp is exclusive to readers oMhe FT and Is organised <m behaH ol toe Financial Times by Spencer Scott Travel Services Ltd. ATOL 347 

FINANCIAL TIMES 


No FT, no comment. 


ho i mm nfrmmmon one* c.a*i 5TSF iriurpommi 1 on - 1 / . 1 8 1 0 

or : :;$u olt vmDO'm at krtc - v.ovvWtSz.cnm 


New Year’s Eve Imperial Ball, Vienna 

To: Spencer Scott Travel, 3 Cromwell Place, London SW7 2JE, UK. Fax: +44 171 581 9109 
Please send me full details: 




INTERNATIONAL 


AEX F I F F ( 


Name: Telephone:. 

Address: 


Postcode:. 


Country:, 


Addresses supplied by readers in response to this event will be held by the FT. If you do not wish to receive anv 
further mailings from the FT or companies approved by the FT, please tick the box □ y 





Home personal computer 
buyers in Britain are paying, 
too much for their maebisas . 
because UK retailers 
demand higher margins tha& 
their continental Rurape&j 
counterparts, computer 
industry executives claimed. 

Executives from manufac- 
turers including Curapaq 
Computer, the world's big- 
gest PC maker, and Fujitsu, 
tbe Japanese group that has 
been building its business in 
Europe, say retail consumer 
prices in Britain are signifi- 
cantly higher than in Ger : 
many, the biggest PC raafitei 
in Europe, and France. 

“There is still about a 25 
per cent price differential 
between tbe high street 
[retailers] in the UK and 
those in Germany or 
France," said Bryan Taylor, 
in charge of Fujitsu's PC 
marketing in Europe. 

Toon Boutcn. vice presi- 
dent in charge of Compaq’s 
European consumer PC busL 
ness said: "The markets in 
Germany and France are 
much more price sensitive 
and margins are lower” 

He suggests that this 
partly reflects the fierce 
competition between the big 
electrical retail chains in 
Germany, where Compaq 
has just launched a low-cost 
consumer PC- for DM1,699 
($1,005) to be sold hy the 
country's eight big chains. 

The retail market in the 
UK. where mast consumer 
PCs cost around £1.000 
($1,680) is dominated by the 
Dixons group. 

John Clare. Dixons’ chief 
executive, rejected the PC 
manufacturers' claims. He 
said gross margins in PC 
sales were "wafer thin”. 

He added that when 
Fujitsu first claimed PCs 
were cheaper in Germany. 
Dixons asked to be supplied 
with the product at the same 
price given to German retail- 
ers. "They would not, could 
not and did not,” he said. 
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Lotus Euro 
Beacon Award 



Distinction Awards 

Service Awards 

Greatest Business Impact 

Best Customer Service 

Kasten Consulting GmbH, 

Q-SET Ltd.. Eire. 

Germany. 

Excellence in Partnering 

Rising Star Award 

CRS Computers.. UK & Emerging 

IT Factor/ A/S. Denmark. 

Technology- Solutions. USA. 

Regional Awards 

Northern Region 

Excellence in Education and 

Training 

CTEC Ltd.. UK. 

Byeiex Workgroup 

Technologies. Netherlands. 

Solution Awards 

Centra! Region 

Best Industry Solution 

inrorm. Consult GmbH. Germany. 

INFCiservice, Italy. 

Western Region 

Best Web Business Solution 

nop? '.I’d c, rio.itc. 

Hugvithf. Iceland. 

Southern Region 

Oustiroemme. Italy. 

Best Messaging Solution 

UK. South Africa and Eire 

SuriTech A/S. Denmark. 

The Computer Advisor/ Centre 

Best Tool and Utility Solution 

Lid.. UK. 

Iconus S.P.A.. Soain. 





Congratulations to the recipients of the 

ro Beacon Awards. The real 
can be found on page 32 . 

We’d like to congratulate the 15 companies listed above, winners of this year’s Lotus* Euro Beacon Awards. In the words of the judges, 

these companies “contributed to the success of their customers by providing expertise along with quality products, solutions and services.” 

But the real winners are the countless companies who rely on our Business Partners to help them work more effectively {to see just 

♦ 

how effectively, check out the ITs shares pages). Whether it's developing websites or connecting offices with Lotus Domino or Lotus Notes, 
the 19,500 Business Partners worldwide make a winning team. And, of course, Lotus’ own success also depends on the innovative 
IT solutions implemented by these Business Partners. AH of whom help make the Lotus Euro Beacon Awards the only competition where 
there are more winners than entrants. For more information, please visit our website: www.krtus.com 



An IBM Company 
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BUSINESS LUNCH ALLAN LEIGHTON 
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A zippy man: Allan Leighton believes in boosting Asda's employees with plenty of praise 


Tom Stoddll 


The boss who calls his 
workers ‘colleagues’ 


Happy-clappy jargon, gimmicks. . . but Lucy Ke llaway found there is 
nothing phoney about the energetic chief executive of Asda 


If you saw a tall man with 
cropped hair and beard 
running through Regent’s 
Park on Thursday last, it was 
probably Allan Leighton. If you 
had waved be would not have 
waved back. His body might have 
been engaged in Its dally 38- 
minute, five-mile run, but his 
mind was deep In groceries. 

Later that day the chief execu- 
tive of Asda and. I were due to 
meet for a business lunch. Or 
rather, we were due to meet for a 
business mineral water. Mr 
Leighton does Dot do lunch; be 
doesn't waste time and be doesn't 
seem to eat either. 

At 2.30pm sharp I arrived at 
the hotel near the park where he 
stays when he Is in London. Find- 
ing him was sot easy. Normally 
he wears a badge on his tie say- 
ing "Allan - happy to help" but 
that day he did not have it on. 
Eventually a tall man in 
shirtsleeves came up from behind 
and put his hand on my shoulder. 

“Hi!” he said, very friendly, 
very casual. He led me to a 
squashy sofa in a comer of the 
restaurant and ordered some 
water. The waiter handed him a 
sandwich menu but instead of 
looking at it he started to talk 
about Asda. About how he would 
have loved to have shown me 
round the Leeds headquarters, or 
round one of the stores: about 
how important it was to talk to 
colleagues las Asda's 80,000 staff 
are known); and about what fun 
it all was. 

What a shame, be said, that we 
were sitting there when we could 
have been at one of his "Lunch 
'n' Learn" sessions at Asda. when 
a few colleagues get together for 
a bite and learn something about 
the business at the same time. 

The waiter hovered. Although 
be had had no lunch, Mr Leigh- 
ton seemed in no hurry. "Gimme 
five minutes,'’ he said in a laddy 
kind of way, bolding up five large 
fingers. 

I had had my doubts about 
Asda. About its colleagues. 
About its Lunch Learn. About 
the gimmicks and the phoniness 
of it alL But already I could see 
there was nothing phoney about 


Mr Leighton. The egalitarian bit 
comes easily to him. Still, be is 
the boss and they are the employ- 
ees. There is no getting away 
from that. He winced at the 
B-word. “I don’t see it like that." 
he said. 

1 asked about the ultimate 
colleague, his chairman (and 
former chief executive) Archie 
Norman. Archie gets all the 
credit for the great rebirth of 
Asda - and has just been named 
as British business’s most 
admired businessman - whereas 
no one hears much of Allan 
Leighton. Apparently that 
doesn't bother him at all. 

"We have a very good relation- 
ship,'* he assured me. twice. "We 
started out quite different but 
we’ve become quite similar." 
Really? Mr Norman is deputy 
chairman of the Conservative 
party, while Mr Leighton has 
been a Labour man all his life. 
Archie is a posh little Oxbridge 
chap, Allan a big polytechnic 
man. 

Is it true, 1 asked, that Archie 
is the brain, the strategy' man. 
and he the heart, the motivator? 

"Not at all," he said shortly. 
J We both do everything." 

Mr Leighton certainly does do 
a great deal. In the early days he 
was at it IS or 19 hours a day. or 
so he claims. Dreadful for your 
family, I said. "Well, they have to 
be part of the same thing," he 
said, mysteriously. 

Part of Asda? “No." he said. 
"They are the Leightons.” This 
sounded somewhat obvious, but 
he explained that they were an 
ordinary family with a sense of 
balance. "My lifestyle hasn’t 
changed at all." he went on. Hav- 
ing money doesn’t matter to him. 
He never spends it. "Everything I 
am wearing Is from George 
[Asda's own range].” I looked at 
his tight pinstripe drainpipes. 
Even the trousers? "No. because 
we don’t do suits. But my shirt, 
tie, belt, pants." 

He says he can make time for 
what matters. One such thing is 
helping children to read. He told 
me about a scheme In which he 
and his colleagues will each 
spend an hour a week in neigh- 


bouring schools. Isn't it arrogant 
to think be can do in an hour 
what the schools are failing to 
do? Tm never arrogant." he said. 

Despite the happy-clappy jar- 
gon. what Mr Leighton is really 
about is simplifying manage- 
ment. Boiling it down to the 
basics. “It’s people in shops buy- 
ing products." 

Part of the Asda creed is that 
work is fun. But it’s not fun. I 
protested. If you are stacking 
shelves. It’s boring. 

He looked at me shrewdly. 
"They warned me about you," he 
said, and then told me stacking 
could be made enjoyable. He 


Despite the jargon, 
what Mr Leighton is 
realty about is 
simplifying 
management 


spends four hours a month par- 
ing over the regular surveys of 
colleagues' enjoyment levels. 
And does he enjoy it himself? He 
does, except when he discovers 
that colleagues are needlessly 
having a bad time. 

And on those days, does he go 
home and kick the dog? “No," 
said Mr Leighton. "I take him for 
a run." 

IBs style is to praise, or as he 
puts it, to "zap" rather than 
“sap". “I leave a store and within 
10 minutes I send a note saying I 
really enjoyed it, colleagues in 
good shape, everything fantas- 
tic." 

Surely a rocket would some- 
times be a better response? He 
looked at me as if 1 just did not 
get iL 

“This is not a soft business. 
This is a hard business. When 
people are doing things that are 
wrong, you've got to let them 
know. If they don’t perform, they 
are a liability to the organisa- 
tion.” He does fire people, but 
sees it as his own failure; either 
he hired the wrong person or 


failed to train them properly. 

One thing that preoccupies him 
is the fact that women, of whom 
Asda employs are under- 

valued. 

“I couldn’t run a house!" He 
roared with laughter at the very 
thought. "I can just about iron. 
But when you think about the 
shopping, the budget, the bills to 
pay. the patience of Job with the 
kids, it’s a bloody difficult job. 
Then they come to work ami they 
are treated like idiots.” 

Later that day he was giving a 
speech to the Marketing Society. 
•Tm nervous as hell." he said, 
"But if you are not nervous, you 
are not any good. I don’t ever do 
the same thing twice." 

He proceeded to try out the 
speech on me. waving his arms 
enthusiastically. “It’s on manag- 
ing in crisis-filled times. You look 
around the world, there isn’t a 
piece of good news. In n couple of 
places it’s really hairy. You've 
got to change the way you man- 
age the business. Prune as you 
go. Travel light, travel fast. You 
must think; huw can we come 
out of this even stronger '” 

1 doubt if there is a single chief 
executive who is not considering 
what action to take now in case 
of a recession. Yet Mr Leighton 
bas a way of making you feci 
that this is fresh, exciting. Once 
he famously donned a Gary 
Glitter suit for a presentation. 
But listening to hint it struck me 
that he had enough energy to dis- 
pense with props altogether. 

I changed the subject and 
asked about his future. He is only 
45. and has been chief executive 
for two years. What next? 

"I’ve never thought about it.” 
he said, and paused as if contem- 
plating for the first time a life 
without Asda. "There is a real 
issue there. Yeah. Hnw can you 
possibly no/ do stuff." If you are 
Allan Leighton, not very easily 
at all. 

It took a few days to come, but 
eventually I got my very own 
Leighton zap. "Dear Lucy." he 
wrote. “Thanks for your time yes- 
terday. I enjoyed iL which is the 
acid test." 

Add test ? I wondered, and then 
told myself to stop it. You are 
meant to bask in a zap. not pick 
holes in it. 
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Advertising release 
for sale of shares by direct negotiation 

The STATE OWNERSHIP FUND, a Romanian public institution based in Bucharest, 6 Siavropoleos Street, sector 3, is offering for 
sale by direct negotiation according to the Government Urgency Ordinance no .88/1 997 approved by Low no. 44/1998 and the 
Government Derision no. 55/1998 modified and completed with G.TJ.0. 361/1998 a 94,4817 % of the issued share capital of Ttadina 
Company GSJt &A. Resit*. 


□ Registered Office: Resita, 36 Traian Lalescu sL, Caras Sevens District 
D Fiscal Code; R 1064207. 

□ Registration no. at Commercial Register Office; J/1 1/59/1991. 

□ Issued slock capital, acconti ng to toe latest records 

at tbe Commercial Roister Office: 303,832,225 thousand ROL. 

Q Turnover in 1997: 31C236.450 thousand ROUT 

□ Net profit in 1997: 690.050 thousand ROL. 

□ Main scope erf activity; manufatfunng and trad .... 

span parts, recovery and utilisation of reusable materials and execution of i 


, iron, steel rolled .products, 
I repans, also olher activities. 


Total number of shares at a nominal value of 25,000 ROL each: 12453,289 
The share ownership structure is as follows: 


O Slarc Ownership Fund 
Q Financial Investment Company 
Q Share owners (hroogb mess privatisation 
O Share assigned to me manager 


% 

94.4817 
2.0000 
35178 
OX 


Tbe selling offer price is of 26423 ROL/share and tbe value for shares pared pot for sale is of 301,1082*27.821 ROL. 

The Company's PR ESENT ATION FILE required for subscription to the offer may be obtained ar die Slate Ownership Fond. 
BUSINESS CENTRE, OFFERS DIVISION of tbe International Relations Department. Bucharest, 6 Stzvropoleos Street, sector 3 phone 04- 
01/3110495; 3123130; 3124231 and fax 04-01/3 121841, daily between 8* and 16” hrx. m tbe previous day to tbe deadline offers deposition, 
inductively. it a price of 70jQ00.000 RO L payabte at th e the seller's pay office - S.OJF. headquarters from Bucharest 152 Calea Victoria Street, 
I sector; 4th floor or in account no. 251 100980900224 opened at Romanian Bank for Development - Bucharest Branch (BRD-SMB). 

Porther information about the company's privatisation may be offered by SXLF.’s INTERNET SITE ar the address www-sotro. or ar the phone 
040-01-31462.81, &x: 040-01-310.16.92, Mr. Antonin Pwnpffin Stimesco. 

hi outer to participate in the negotiations it is compulsory buying (he PRESENTATION FILE. 


rder to participate in the negotiations, bidders are required to present evidence of patting at the : 
parti cmation of 9J133J67,835 ROL payable at Romanian Bank fer Development - Buchai 
uni no. 251 1 009809003 13. as follows: for natural/kgal foreign persons payment of PRESENTS 


In older to participate unhc_nc 
of a pai ‘ ” 

account 

guarantee nay be made in the account for oooveru 
fcANCOREX) account 25I100000W242300008 1 !' 
payment date for these. Bidden may instruct the bank 
uu days, from the deposition date for tbe offer. 


THE PRESENTATION FILE will be released on presentation of: 

□ a copy of tbe payment order for the presentation file; 

□ identity card (or passport for foreign rinzeas); 

□ power of attorney from the offering hading company. 

. Seller's disposal a i 
Bucharest Branch (BRI 


Natural/] real foreign persons may make the payment for tte SELLING-BUYING contract in convertible currency at the 
exebongerate transmitted by NATIONAL ROMANIAN BANK at the date of signing for the Protocol for dosing of & direct 


make the payment for the SELLING-BUYING contract in convertible currency at the 

km r aoi/AMTi MU* Mv .1 **.- J.I. ~r~i : r n.., 1 j. ■*. _ . 


_ submit the PURCHASING OFFER and the documents 
in Section Ccf the PRESENTATION FILE 


: documents stip ulated in Government Decision no. 55/1998. article 
and BUYING OFFER, inclusively BUSINESS PLAN. ‘ 


Bidders 

27, stipulated in Section C Of tbe PRESENTATION FILE and BUYING OFFER, inclusively BUSINESS PLAN, to the State 
Ownership Fund ar Offeis, Marketing, Investors, Relations Division at the above mentioned address, in a seated envelope, prior 
to 23* qfrovembexi. 1998, 10" his. local time. The opening of tbe offera will take place in the same day ( 23“ November 1998 ) 
at 12“ hrs local time in the presence of bidden-. 


Tins advertisement docs not constitute an offer of securities wititin the meaning of the UK Financial Services Act 1986 and does not constitute 
a solicitation of an offer in any jurisdiction where such solicitation would be prohibited. Tbe sbses offered for sale are issued accordin'- to the 
Romanian legislation and their trading is governed by tbe Romanian law, subject to die scrutiny of die relevant Romanian regulatory autism lies. 
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Advertising release 
for sale of shares by direct negotiation 

The STATE OWNERSHIP FUND, a Romanian public institution based in Bucharest. 6 Siavropoleos Street, sector 3. is offeriuE for 
sale by direct: negotiation [according to the Government Urgency Ordinance no.88/1997 improved by Low no. 44/1998 and the 
Government, Deasroa no. 55/1998 modified and completed with G.U.O. 361/1998 a 83.660 % of the issued share capital ofTradlne 
Company C.08. SA. Targovxste, respectively 27,430,025 shares. ^ 


□ Registered Office: Taraoviste. 9 Gaiesti Street, Dambovira District 

□ Fiscal Code: R 91372a 

□ Registration no. at Commercial Register Office; 1/15/248/1991. 

□ Issned stock capital accordi ng t o the latest records 

at tbe CcmmqciaJ Register Office: 819,690,775 thousand ROL. 

□ Turnover in 1997; 79T373.821 thousand ROL. 

□ Loss in 1997 : 36 , 550 J 86 thousand ROL. 

g saagg ^ for ^ ^ ^ 


Total number of shares at a nominal value of 254)00 ROL each: 32,787,631 
The share ownership structure is as follows; 


O Slate Ownership Fund 

% u 

83.660 B 

O Financial Investment Company Oltenia 

15.584 I 

O Stare own ere through mass privatisation 

0.756 1 


and 


In accordance with the low in force the State Owoershro Fund is mnintatnu a nrtminnrTv* mnrml shm 



In order 


THE PRESENTATION FILE will be released on presentation oft 
p a copy of tbe payment order for tbe presentation file: 

□ Identity card (or passport for foreign citizens): 

□ power »>f attorney from the offering trading company, 
to participate in the negotiations, bidders ate required to present evidence of ontrino ar c_n . .. 
P*aranwe » participation of 15. 825. 752. 920 ROL payable at Romania sTnTfor fiSlJ t 

IBRD-SMB) id account no. 251100980900313, as follows: for nararaWeeal foSSS? Dfand J 

PRESENTATION FILE and participation guarantee may be made in tbe account forconveruLle CnnSJ.™ 1 * 111 of 
at the Romanian Bank for Foreign Trade (BANCOREa) account 25110000000242300008^ in [ ran ^ y apea 
transmitted by NATIONAL ROMANIAN BANK at payment dare for k te 

hold their mam account to release a hank guarantee valid for 180 days, from the deposition Sl?& ulSfcr ^ *** 
Nat ural/1 eg a] foreign persons mav make the nuyment for the SELLING-BUYING contract in 

S^SS^ST 1 "* 1 by NAtl0NAL ROMANIAN BANK at the date of signing for fo.S3SSffo™K£' S £ 



This advertisement does not consanne an offer of securities within the meaning of the UK Financial Services An laflA . . 

a solicitation of au offer in any jurisdiction where such solicitation would be prohibited. Hie shares offtaedfor 3* not , conyiQlK 
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! $ Calm surface belies the turbulence 


As the orchestral season starts, Andrew Clark warns that despite 
appearances to the contrary, the ensembles are not without their worries 
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What can the LSO he worried 
about? The question was head- 
lined in the programme book for 
the opening concert of the Lon- 
don Symphony Orchestra's sea- 
son at the Barbican on Wednes- 
day; and it could have been 
' echoed by the other three inde- 
pendent London orchestras - the 
Philhannonia, the London Phil- 
harmonic and the Royal Philhar- 
monic. 

On the surface, there seems to 
be nothing to worry about Unlike 
Eve or 10 years ago, when the 
London orchestral scene was 
beset by crisis, the 1998-89 
has begun in a climate of unprec- 
edented calm. Confidence is 
growing in what the orchestras 
have to Offer. Man a gnmimte tmrt 
personnel are stable, massive 
strategic battles with the Arts 
Council are a thing of the past 
Marketing is better than ever, 
and audiences are flocking to 
concerts. The argument fftat Lon- 
don has too many orchestras hag 
lost currency. It's the opera com- 
panies, not the orchestras, which 
are feeling the nhm 

This benign impression is 
stoked by the quality of perfor- 
mances over the past week, con- 
tradicting the notion that Lon- 
don's musical life slumps after 


the Proms. The Royal Philhar- 
monic- was first off the mark last 
Thursday with the start of its 
Mahler cycle at the Royal Albert 
Han. There may be no shortage 
of Mahler performances in ban- 
don, hut there is room for a series 
as decently planned as this. It 
gives backbone to the RPO's sea- 
son, and ties up neatly with the 
orchestra's Berg/Brahms series in 
the new year. The RPO has long 
been the laggard of the London 
independents; now that Daniele 
Gatti has found his bearings, it 
seems to be catching up. 

The only thing missing at the 
LPO. which opened its season on 
Sunday at the Festival Hall, is a 
figurehead. Having made a series 
of wrong decisions in the early 
1990s. the orchestra has been 
waiting patiently for the right 
person to appear Myung-Whun 
Chung and Kurt Masur are now 
in the frame. Meanwhile, its chief 
executive. Serge Dorny. is provid- 
ing a solid groundwork. 

The Philhannonia, which 
played to a packed Festival Hall 
on Tuesday, is the orchestra with 
the greatest flair - not just to 
programming, but in the versa- 
tile. edge-of-seat quality it brings 
to music of widely differing 
styles. After its hugely successful 


Ligeti, the orchestra is planning 
a Lindberg series with Esa-Pekka 
Salonen; Gergiev will be back for 
a cycle of Berlioz's dTamatic 
works; and the Philhannonia will 
be the only London orchestra to 
acknowledge the Poulenc cente- 
nary. Best of all is the news that 
Christoph von Dohndnyi has 
agreed a three-year extension to 


theless, with Stravinsky, Elgar 
and Shostakovich filling its 
schedules over the next three 
months, and a starry line-up of 
soloists, you would think the 
LSO bad no problems. 

Turn to the concert calendars 
of Berlin. Paris or New York, and 
you'll find your musical diet 
being dictated by a single orches- 
tra. So what can the LSO, or the 
other three independents, be wor- 
ried about? As usual, it boils 
down to money. The fuss over 


In Berlin, Paris or New York, the musical diet 
is dictated by a single orchestra. So what 
can the London orchestras be worried 
about? As usual, it boils down to money 


his contract as principal conduc- 
tor. 

The LSO has two advantages 
over its rivals: sole residency at 
the Barbican and a higher level 
of subsidy. It also has the highest 
attendance figures, now averag- 
ing 90 per cent. But it’s this very 
sense of security which some- 
times gives the LSO’s concerts a 
monolithic, predictable quality. 
The sound - the nearest a British 
orchestra comes to the muscular 
warmth of the Berlin Philhar- 
monic - seems to be the same 
whatever the composer. Never- 


London’s opera problems has 
deflected attention from the feet 
that orchestras, too, have suf- 
fered from the failure of subsidy 
to keep pace with inflation. In 
what must be the most overt 
attack h 7 a UK orchestra on the 
hand that feeds it, the LSO is 
using its programme book to 
accuse the government of lack 
of commitment to. and invest- 
ment in, the arts". The orches- 
tras want a share of the 
increased arts budget recently 
announced by Chris Smith, the 
culture secretary; and they want 


it on a three-year basis, so that 
• they can plan with security. 

They need the money aD the 
more because of the strong 
pound, which has made foreign 
touring less lucrative- They're 
also deeply worried by the BBC's 
derision to buy out its employees' 
right to separate fees for commer- 
cial recordings and television 
work. The Royal Opera House is 
hoping to do the same with its 
orchestra. This will allow record 
companies to negotiate deals 
without paying Musicians' Union 
rates. ‘You’re going to have two 
massively subsidised orchestras 
with not much to do," says the 
RPO's John Manger, “and they're 
going to be available for work 
which is our lifeblood.” 

The independents’ only fall- 
back is the strength of their ties 
with outstanding artists. Gatti is 
certainly eliciting the right 
responses from the RPO: its 
sylph-like textures captured the 
unsullied nature-landscape of 
Mahler’s First Symphony, but 
Gatti spoilt the effect with his 
elastic tempos and mannered 
phrasing, giving the music a sac- 
charine quality. The main work 
in the LPO's concert under 
Valery Gergiev was Berlioz's 
Symphonic fcmumique. Painted 
in heavy Romantic colours, this 
was not an interpretation to live 
with, but its idiosyncracies were 
far preferable to Sarah Chang's 


heartless brilliance in the Tchai- 
kovsky Violin Concerto before 
the interval. 

In Kurt Sanderling, spry 86- 
year-old and last survivor of the 
Gennan-Jewish musical tradi- 
tion. the Philharmonia clearly 
has a soulmate. Their perfor 
mance of Beethoven's Second 
Symphony was pure joy - ener- 
getic but never driven, organic 
but wonderfully sustained, warm 
but not heavy in the German 
manner. The way Sanderling 
drew the first movement allegro 
out of the slow introduction, his 
relaxed turning of each phrase in 
the Larghetto and willingness to 
let the music breathe - all this 
bespoke a musical legacy we 
have all but forgotten. 

By opening the LSO season 
with Bruckner’s Sixth Sym- 
phony, Sir Colin Davis played to 
his orchestra’s tonal strengths. 
And of all Bruckner symphonies, 
this is the least cerebral, and 
therefore best suited to Sir 
Colin's temperament in the two 
central movements, we heard its 
Mozartian clarity of form, its 
Schubert ian songfulness and 
warm emotional colouring. But 
the performance did not add up 
to a coherent whole, largely 
because of Sir Colin's galloping 
tempos in the two outer move- 
ments. The great edifices were 
built too easily, there were no 
hidden depths. Sir Colin was on 
safer ground accompanying Radu 
Lupu in Mozart's Piano Concerto 
No. 27, which found this under- 
valued pianist at his artless best. 
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Another 
storm 
in a 
teacup 


THEATRE 
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Une Torapeto 
Gate Theatre, London W1 



Sequels, prequels, rewrites of 
every shape and kind . . . The 
Tempest has fascinated artists for 
nearly four centuries, from John 
Dryden to the creators of the 
1950s science-fiction movie For- 
bidden Planet. Much of this is 
glorified introspection, since 
Prospero 's magic is, if not a delib- 
erate then a marvellously ccrave- 
- . — ■— iiient metaphor for the process of 

artistic creation itself. But he is 
- — also a colonist, and this is the 
aspect which concerns Aimd 
Cesaire in his 1969 version One 
Yempete. 

' It is “an adaptation for a black 
theatre" in terms of focus rather 
_ _ -.-than casting. Director Mick Gor- 
rr/rE don follows the play's line of rea- 
S i’l ft,, soiling by casting black actors 
f 
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only as Caliban and Ariel - the 
one (Andrew Dennis) defiantly 
using “Uhuru" as a greeting and 
rejecting the name given him by 
his slavemaster with a “Jus’ call 
me X”. the other (Michael Wild- 
man) attempting to retain his 
principles while collaborating, 
but scorned both by Prospero for 
his “moral anguish” and by Cali- 
ban for bis “Uncle Tom 
patience". 

All of which is very well, but 
with the exception of two scenes 
- a passionate exchange between 
Caliban and Ariel over their dif- 
fering strategies to gain freedom, 
and a refashioned ending in 
which Caliban goads the arro- 
gantly imperialist Prospero into 
remaining on the island - 
Cesaire’s version contains noth- 
ing of substance which could not 
have been brought out of Shake- 
speare's version by a skilful, 



The Restoration 
meets Henry James 


THEATRE 

The Contrast 

Cochrane Theatre, London WC1 


This version of The Tempest 1 adds nothing to the Barth Michael Hadley and Michael WRdman 


aware director intent on treading 
that particular path. Cesaire has 
constructed a tub of his own to 
thump when the original 
resounds perfectly well if struck 
in the right way. 

Philip Crispin renders Caliban 
and Ariel into varying intensities 
of West Indian patois, although 
at times 'he overdoes it. Dick 
Bird’s design of false proscenia, 
pulleys and screens emphasises 
the artificiality of the island 


regime, but constitutes a rever- 
sion to the more usual interpreta- 
tion of Prospero as illusionist- 
creator rather than “downpres- 
sor". 

Gordon’s production bowls 
along nicely most of toe time - 
with Kelly Marcel, for instance, a 
simpering caricature of a Mir- 
anda and Mike Hayley as bom- 
bastic a Stefano as he was a Cap- 
tain Firebrand in The Basset 
Table at Bristol and Kilburn a 


few months ago - but comes 
unstuck with Prospero himself. 
Granted, Cesaire was not espe- 
cially concerned with fleshing 
out the role, but surely more 
could be found for Michael Had- 
ley to do during Caliban’s tirades 
than stand there in complacently 
smiling acknowledgement. 

The sesquicentenary of the 
abolition of slavery in French col- 
onies can surely be marked more 
trenchantly than this . 


There is a reason why America's 
first comedy. Royall Tyler’s The 
Contrast (1790). has waited over 
200 years to receive its first Brit- 
ish performance. Its language is 
weighty, most of its sentences 
trailing multiple subordinate 
clauses of intensely educated 
refinement - a halfway house 
between Restoration comedy and 
the novels of Henry James; while 
its plot is balsa-light, a wisp of 
why-should-she-be-marrying 
-hiro-and-not-him froth. It takes 
an exceptionally fine ear to turn 
this imbalance of style and con- 
tent into an expressive tension. 

Melanie Wynyard almost 
brings it off. Directing this Brit- 
ish premiere for a new theatre 
company. Upstart Crow, she has 
elicited from all her actors sev- 
eral rare and welcome virtues. 
Comedy and character are never 
imposed externally onto the play; 
they emerge from within. The 
actors all know how to take a 
position, stand (or sit) still, to 
gesture economically but surely, 
and to speak with aplomb and 
relaxation. 

Best of all, they all listen to 
each other and react with abso- 
lute focus. Nothing is finer than 
a scene in which the three lead- 
ing women and “the odious Dim- 
ple" (engaged to one of them, in 
pursuit of the other two) all lis- 
ten to a speech about America 
delivered by Manly (in love with 
the already engaged girl, brother 
to one of the other girls). The 
speech itself is worthy stuff, 
absolutely right for this charac- 
ter and interesting because of its 
expression of the American ideal, 
but nonetheless nothing excep- 
tional. But each of the four other 
people listen to it in a different 
way. quietly but truly. And so 
the situation becomes very 
engaging; the wafer-thin confec- 
tionery of the plot becomes very 
sweet. 

The Contrast is not uproari- 


ously funny, and many another 
director would have either tamp- 
ered with its text or squirted on 
extraneous comic “business”. 
Because Wynyard eschews all 
that, a real delicacy of sentiment 
- so true to the period and to the 
young American spirit - 
emerges. In one scene, Maria 
(Nicola Kingston) listens to the 
amorous protestations of her 
beloved Manly (Roger Barclay), 
explains to him that she has been 
betrothed by her father to the 
dreadfril Dimple, and hears Man- 
ley declare his firm respect for all 
parental decisions. This could be 
sheer cardboard; here it is the 
most touching scene in the play. 
Likewise a scene in which the 
maid Jenny (Jean Stanley) listens 
with polite embarrassment and 
suppressed boredom to the yokel 
Jonathan heartily sing verses of 
Yankee doodle" (Andrew Calla- 
way) is played with such lack of 
vulgarity (on both parts) and 
such good manners on Jen- 
ny/Stanley’s part that this poten- 
tially stock scene becomes delec- 
table. 

Still. The Contrast is uphill 
work for the audience for too 
much of its duration. The first 
half is almost all exposition and 
satire; and the length and polish 
of those sentences requires a 
greater rhetorical flair than some 
of these actors possess. As the 
chatterbox Charlotte (a very hard 
part). Barbara King simply needs 
more vocal punch and yet 
sharper consonants; and Tim 
Seely is often inaudible as 
Maria’s father. Kate Terence 
almost tips into camp vulgarity 
in Act Two. but an audience rel- 
ishes her sheer panache. Barclay 
as Manly and Kingston as Maria 
capture the demure virtues of the 
lovers well; and Jean Stanley 
makes her small role a large one 
by her sheer imaginative absorp- 
tion. 

In an ideal world. The Contrast 
would be introduced to Britain 
by nothing less than a top-notch 
team of actors: and Wynyard and 
her Upstart Crow team would be 
tackling a play that more grate- 
fully transcends it original milieu 
and era. 


POP IS THIS DESIRE? 

Don’t 
look here 
for the 
answer 


Is This Desire?. P.J. Harvey’s 
fifth album, is the product or a 
pop scene more used to promo- 
ting appetite than questioning it. 
But such singularity has charac- 
terised Polly Jean Harvey’s 
musical career. Whether produc- 
ing stubbornly uncommercial 
music or indulging in wild 
changes of image, she has con- 
stantly sought to defy her audi- 
ence's expectations. 

In this, if nothing else, the con- 
temporary she most resembles is 
Bjork. Both have achieved suc- 
cess without tailoring their work 
in sole pursuit of that goal. But 
whereas Bjork took her cue Tram 
dance music. P.J. Harvey has 
concentrated herself within more 
traditional, guitar-based parame- 
ters. Here she has sparked com- 
parisons with Patti Smith, the 
1970s doyenne of the New Wave 
singer-songwriters: sharing 
Smith's vocal style and musical 
intensity, Harvey is not shamed 
by the likeness. 

Harvey’s previous album, Tn 
Bring You My Love, saw her 
exploring themes and styles that 
owed much to Nick Cave. Calm- 
ing the noisy squalls that bad 
battered previous releases. Har- 
vey crafted an updated version 
of the blues that was always 
latent within her music. 

In the three years since. Har- 
vey has kept busy with collabo- 
rations and other projects. It 
seems apt. nonetheless, that 
after such a gestation period, her 
new release should find itself 
torn between developing the 
work of its predecessor and devi- 
ating from its path entirely. 

Is This Desire? presents some 
of Harvey’s most accessible 
songs so far. but it also explores 
sonic extremes which, when not 
seducing the listeners, seem 
hell-bent on testing them. 

Songs that hark back to To 
Bring You My Love soothe that 
album’s more abrasive edges. 
The acoustic guitar predomi- 
nates as much as its electric sib- 
ling; organ and piano are pushed 
to greater prominence. Rhythmic 
and harmonic, songs such as “is 
This Desire?" and “The River” 
are as beguiling as any Harvey 
has recorded. 

Yet other songs allow no such 
familiar listening. Guitars are 
distorted oat of shape (“My 
Beautiful Leah”); elements of 
jazz creep in (“The Garden"). 
“Joy" Is the most extreme exam- 
ple: a cacophonous, clanking dis- 
cordance over which Harvey bel- 
lows almost parodically dour 
lyrics, this is a song that teeters 
on the edge of the onlistenable. 

Generally, though, the effect is 
more discomfiting than discour- 
aging. The musical inconsistency 
is also given some grounding by 
lyrical viewpoint that never 
stands still. Although a cast of 
women people these songs 
(“Angeline". “A Perfect Day 
Elise", “Catherine"), Harvey’s 
focus slides constantly between 
desirer and desired, first and 
third person, female and male. 

Is This Desire? does not pro- 
vide any answers to its self- 
posed question. The album does 
however reaffirm P.J. Harvey as 
one of the more challenging and 
bemusing presences in contem- 
porary pop music. Is This Desire? 
may not leave listeners wholly 
satisfied, but it should leave 
them wanting more. 

Ludovic Hunter-Tllney 
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AMSTERDAM 

DANCE 

Hot Muaektheater 
Tel: 31-20-551 8911 
Netherlands Dans Theater l: triple 
bill comprising Sinfomotta by Jiff 
Kylidn, Grass by Mats Ek, and 
Start to finish by Paul Ughtfoot; 
Sep 25. 26 

OPERA 

Netherlands Opera, Hat 
Muzlekthaater 

Tel: 31-20^51 8911 
Sbtierddmnwung: by Wagner. 
New staging by Pierre Audi, 
conducted by Hartmut 
Hfaenchan; Sep 27, 30 

IRMINGHAM 

NCEHTS 
phony HaB 
ek 44-121-212 3333 
ity of Bfrnmgfum Symphony 
lestra: conducted by Saksri 
>ramo tn works by Schubert, . 
rtozart and Strauss; Sep 29. 30 

JONN 

ONiemoN 


Kunst- und Aussteflungshalle 
der BundesrepubOk 
Deutschland 
Tek 49-228-917 1200 
wwwJtah-borm.de 
‘ Great Collections: the latest in 
this series of exhibitions is 
devoted to the Mus6e du Petit 
Palais in Paris. Concentrating on 
the museum's holdings of 19th 
century French art the show 
comprises nearly 200 works and 
ranges across painting, drawing 
and sculpture; to Sep 27 

BOSTON 

EXHIBITION 
Museum of Fwe Arts 

Tek 1-617-267 9300 
Monet in the 20th Century; more 
than 80 works painted by the 
artist in the last decades of his 
life; to Dec 27 

BUDAPEST 

EXHIBITION 

Museum of Applied Arts 
Tek 36-1-217 5222 
Zsolnay: Art Nouveau Ceramics. 
Display of 200 objects made 
between 1897 and 1918 at the 
family-owned Zsolnay factory in 
P6cs. Includes goblets, vases 
and other objects; to Sep 27 

CHICAGO 

OPERA 

Lyric Opera of Chicago 
Tek 1-312-332 2244 
www.fyncopera.org 
La Gioconda: by PonchfellL 
Conducted by Bruno Bartoietti in 
a staging by 'John Copley. Hie 
title role is sung by Jane EagJen; 


Sep 26 


FRANKFURT 

CONCERT 
Atte Oper 
Tel: 49-69-734 0400 
Radio Symphony Orchestra 
Frankfurt conducted by Hugh 
Wolff in Beethoven's Missa 
solemnis; Sep 30 

OPERA 

Oper Frankfurt 

Tek 49-69-21237 999 

www. frankfurt-business. de/oper 

• La PSrichole: by Offenbach. 
Conducted by Catherine 
ROckwardt in a staging by Peter 

Eschberg, with designs by Peter 
Pabst; Sep 26 

• La Traviata: by Verdi, in a 
staging by Axel Corti; Sep 25. 27 

LISBON 

OPERA 
Expo *98 

Tel: 35-11-831 9500 
O Corvo Branco: world premiere 
of a new opera by Phffip Glass, 
with a libretto by Luisa Casta 
Gomes. The production, which 
will mark the end of the Expo 
arts programme, is Greeted by 
Robert Wilson, and is a 
co-production with the Grand 
Theatre de Geneve; Jules Vemes 
Auditorium; Sep 28, 29 

LONDON 

CONCERT 
Royal Festival HaS 
Tel: 44-171-960 4242 
Phaharmonia Orchestra: 
conducted by Kurt Sandertng in 


works by Brahms, Beethoven 
and Shostakovich. With piano 
soloist Andras Schiff; Sep 26 

EXHIBITION 
National Gallery 
Tek 44-171-839 3321 
Mirror Image: Jonathan Miller on 
Reflection. Show exploring the 
representation of minors in art 
curated by Miller and featuring 
loans from public and private 
coNections. Includes Van Eyck’s 
famous Amolfini Portrait, and 
works by Freud, CaiOebotte and 
George Romney; to Dec 13 

OPERA 

English National Opera, 

London CoBseum 
Tel: 44-171-632 8300 
Oteilo: by Verdi. New production 
by David Freeman, designed by 
Tom Phillips and conducted by 
Paul Daniel/Mark Shanahan. 
David RendaJl sings the title role; 
Sep 25. 30 

LOS ANGELES 

OPERA 

L A. Opera, Dorothy Chandler 
PaviBon 

Tel: 1-213-972 8001 
wwwJat43era.org 

• Carmen: by Bizet Washington 
Opera production by 
Ann-Margret Pettersson, 
designed by Lennart Mdrk. The 
conductor is Bertrand de BiDy 
and the title role is sung by 
Jennifer Larmore; Sep 25 

# Werther. by Massenet 
Conducted by Emmanuel Joel in 
a co-production with Theatre du 
Capitoie Toulouse staged by 
Nicolas Joef and designed by 


Hubert Monloup. The tide role is 
sung by Ram6n Vargas; Sep 26 

MANCHESTER 

CONCERTS 
Bridgewater Hall 
Tel: 44-161-907 9000 

• BBC Philharmonic: conducted 
by Sir Charles Mackerras in a 
programme of works by 
Beethoven. With soloists 
including bass Willard White; 

Sep 26 

• Halle Orchestra: conducted by 
Owain Arwel Hughes in works by 
Dvorak, Mussorgsky/Ravel and 
Sibelius; Sep 27 

MUNICH 

CONCERTS 
Phitharmonte Gasteig 
Tel: 49-89-5481 8181 

• Munich PhDharmonic 
Orchestra; conducted by Simone 
Young in works by Jan Seek. 
Martinu and Dvorak; Sep 30 

• Symphonieorchester des 
Bayerischen Runcffunks: 
conducted by Yuri Ahronovitch in 

works by Webs-, Mendelssohn 
and Mussorgsky. With piano 
soloists Anthony and Joseph 
Paratore; Sep 25. 26 

NEW YORK 

CONCERTS 

Avery Fisher Hail, Lincoln 
Center 

Tek 1-212-875 5030 
www.lincolncenter.org 
New York Philharmonic; Kurt 
Masur conducts Beethoven - 
The Complete Symphonic Cycle- 
Programme III (Sep 25). 


Programme IV {Sep 26, 28) 

EXHIBITION 

Pierpont Morgan Library 
Tel: 1-212-685 0008 
Master Drawings from The State 
Hermitage Museum, St 
Petersburg, and The Pushkin 
State Museum of Fine Arts. 
Moscow. 120 European drawings 
dating from the 15th to the 20th 
centuries, some of which have 
never before been exhibited 
outside Russia. Includes works 
by Rembrandt and DOrer; from 
Sep 25 to Jan 8 

OPERA 

Metropolitan Opera 
Tel: 1-212-362 6000 
www.metopera.org 
Samson et Dalifeu by 
Saint-SaSns. New staging by 
Elijah Moshinsky, with sets and 
costumes by Richard Hudson. 
For the season's opening night 
performance, James Levine 
conducts and the cast includes 
Placido Domingo and Olga 
Borodina; Sep 28 

PARIS 

DANCE 

ThAStre des Champs Elysees 

Td: 33-1-49525050 
Cuban National Ballet Swan 
Lake, in a staging by Alicia 
Alonso; Sep 25, 26, 27, 28, 29 

TOKYO 

CONCERT 

Suntory Hall 

Td: 81-3-3564 9999 

Minnesota Orchestra: conducted 

by Eiji Oue in works by Mozart 


and Mahler Sep 25 


ZURICH 

EXHIBITION 
Kunsthaus Zurich 
Tel: 41-1-251 6765 
Max Beckmann and Paris: more 
than 100 masterpieces of 
modem art from public and 
private collections around the 
world. Works by Beckmann are 
shown alongside paintings by 
Matisse, Picasso, Braque. L6ger 
and Rouault; from Sep 25 to 
Jan 3 

TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

0&30: Moneyline with Lou Dobbs 
1330: Business Asia 
19.30: Works Business Today 
22.00: World Business Today 
Update 

• Business/Market Reports: 
05:07; 06:07; 07:07; 08:20; 09:20; 
10:20; 11:20; 11:32; 1250; 13:20; 
1420. 

At 08:20 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 
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PH/LIP STEPHENS 


Down to raw politics 


Forget about the constitutional proprieties. The real battle over 
Bill Clinton's behaviour will take place in the electoral arena 


We have moved beyond sex 
and lies in the matter of Bill 
Clinton’s presidency. We can 
discount too the 
grandiloquent talk on 
Capitol Hill about honouring 
the constitution and 
upholding the integrity of 
the American Republic. Raw 
political calculation will 
decide Mr Clinton's future. 

This is territory on which 
the president knows how to 
fight. He intends to. The 
Starr report could yet 
imperil his presidency, but 
there has been a palpable 
change of mood. As 
Washington sobers up after 
the intoxication of the past 
two weeks, it is becoming 
clear that the road to 
impeachment also holds 
perils for the Republicans. 
There are mare indignities 
to come, but the darkest 
days look to be over. The 
end-game now is about 
setting the price for his 
rem ainin g tenure at the 
White House. 

There is a caveat here. It is 
one that even the president's 
close allies feel obliged to 
insert in any discussion 
about his future. Mr 
Clinton's survival in office 
can be predicated only on 
the assumption that there 
are no more Monicas in the 
presidential closet. Mr 
Clinton has assured Tom 
Daschle, the Democrat 
leader in the Senate, that 
there are not. A second lie 
would spell destruction. 

Let's assume, though, that 
this time Mr Clinton, is 
telling the truth. As the days 
pass the proposition that the 
most powerful nation on 
earth could sacrifice its 
leader to lies about his sex 
life becomes ever more 
eccentric. 

The heavily-loaded and 
lurid report produced by 
Kenneth Starr, the 
independent counsel, and 
the thousands of pages of 
supporting evidence throws 


up grounds for only one 
article of impeachment. The 
charge is that Mr Clinton 
lied as to precisely where, 
and to what end, he and Ms 
Lewinsky touched each 
other in the small hallway 
which runs off the Oval 
Office. The American people, 
saner than their elected 
representatives, have 
already decided that 
hair-splitting about the 
definition of heavy petting is 
not the basis on which to 
destroy a president. 

In this we may look back 
at this week as the turning 
point in the crisis. Mr Starr, 
as unpopular as Mr Clinton 
remains infuriatingly 
popular, has detonated his 
charges. And the president - 
bruised, battered, humiliated 
- is nonetheless still 
standing. The prosecutor, it 
seems, had calculated that 
Mr Clinton would be 
consumed in the firestorm 
that followed publication of 
his report Failing that, the 
public screening of the 
president's evidence to the 
grand jury and the 
accompanying 2,600 pages of 
still more tawdry evidence 
would prove a second, 
decisive detonation. 

It didn’t Mr Stan- 
overplayed his band. Sure, 
we saw during the 
videotaped testimony a 
president as evasive as he 
was sometimes angry, as 
scarred as he was 
occasionally remorseful. But 
the watching voters (and the 
ratings did not come close to 
those in the O.J. Simpson 
trial) already knew who they 
had elected. They could 
hardly throw out Bill 
Clinton for being, well. Bill 
Clinton. 

It should be said that the 
present mood in the White 
House is not exactly 
buoyant. But amid the 
weary embarrassment, there 
is a sense that the president 
has been through the worst 


And if the man greeting a 
graciously supportive Nelson 
Mandela this week looked 
ragged and worn, he is Car 
from broken. 

And here is the essential 
point about Mr Clinton. This 
president does not quit His 
friends say he will never 
resign. Never. That probably 
overstates the case. I think 
there might come a moment 
- just - when the politics 
and his preoccupation with 
his place in history could 
persuade him to see 
resignation as the least 
humiliating course. We are a 
long way from there. Mr 
Clinton still believes he can 
salvage something of his 
legacy. 

The Republican majority 
in Congress thinks 
otherwise. There is scarcely 
a pretence now of 
bipartisanship on the House 
Judiciary Committee 
examining the Stair report 
Heniy Hyde, the 
white-haired chairman of the 
Republican-dominated 
committee, stQl speaks 
occasionally of observing the 
constitutional proprieties. 

His words are empty. 

Every move by the 
committee's Republicans is 
being closely choreographed 
by Newt Gingrich, the 
Speaker of the House of 
Representatives. There are 
elections on the near 
horizon. We can forget about 
Hamilton and Madison. The 
Speaker has a score to settle. 
Mr Clinton, we must 
remember, comprehensively 
outplayed him during the 
1996 shutdown of the federal 
government Mr Gingrich’s 
Republican Revolution was 
reduced to ashes. 

We might recall too that 
the Speaker was himself 
censured and fined only IS 
months ago for dissembling 
about his tax affairs. He 
wants Mr Clinton to pay a 
higher price. This is 
personal as well as political. 


GIORGIO ARMANI 

LE COLLEZIONI 


So Mr Hyde's committee will 
vote for a formal 
impeachment inquiry. There 
can be no plea bargaining 
before the mid-term 
Congressional elections on 
November 3. 

It is then that the 
Republicans hope to reap the 
harvest of Mr Clinton’s sins. 
The party in the White 
House always fares badly at 
mid-term (Roosevelt was the 
last president to buck the 
trend). And for all their 
p resent tolerance of the 
president’s behaviour, there 
is little Incentive for the 
voters to turn out in support 
of Democrat candidates. 
Optimistic Republicans are 
taUdng of gains of 15 to 20 
seats in the House and of 
five in the Senate. 

The calculation is that 
such losses would rekindle 
panic among the remaining 
Democrats on Capitol Hill 
The dynamics of the crisis 
would turn decisively 
against Mr Clinton. He 
wonld then face the choice 
between resignation and 
certain impeachment. It’s all 
too neat. There are too many 
imponderables, not least the 
state of public opinion. 

It is true, though, that . 
some Democrats fear a 
second scenario in which the 
president is impeached 
almost by accident. This sees 
the Republican 
fundamentalists on Capitol 
Hill so locked in to their 
present course that nothing 
allows them to lift the 
jihad now placed on the 
president 

Mr Gingrich, though, paid 
a heavy price for hubris in 
1996. He may be 
over-reaching himself again. 
America will tire of the 
torture of its president. And 
we must remember too that 
impeachment hearings 
would see the camera-shy Mr 
Starr facing the hard 
questions he has so far 
dodged. 

So an accommodation - an 
admission by Mr Clinton 
that he lied and a formal 
motion of censure by the , 
Congress - is the most 
logical and likely outcome. | 
Those who say that this is 
not punishment enough fail 
to understand the ambition 
Mr Clinton had for his 
presidency. Nothing could be 
more painful for this 
politician than to be 
remembered for the stain he 
left on the dress of ayoung 
White House intern. 
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Germany’s dead heat 




The election has been a highly personalised two-horse race. Paradoxically, It could end 
with neither contestant running the government, says Peter Norman 


F or Bodo Hombacb. 
economics minister 
of the German state 
of North Rhine 
Westphalia and the strate- 
gist behind Gerhard Schro- 
der's campaign to become 
Germany's third post-wax 
Social Democrat chancellor, 
one part of a prophecy has 
come true. 

"The end phase of the 
campaign will see a greater 
polarisation," he predicted in 
mid-July. “It will hinge cm 
the question; Kohl or Schro- 
der. The biggest problem for 
the CDU is KohL Our great- 
est strength is Schroder. 

When the biggest weakness 
collides with the biggest 
strength, there will, I 
hope, be a satisfactory 
result." 

Certainly greater polarisa- 
tion is everywhere to be 

seen. Helmut Kohl, the chan- , . , 

cellor. and Mr Schroder, his directly using the first vote. tion. the CDU would have to Kohl's grudging admission 


The end game 
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SPD challenger, are cam- The others are chosen indi- supply a vice-chancellor, that a grand coalition was 
paigning furiously in the rectly on a system of proper- Wolfgang Schfluble. leader of “possible in principle" 


final days before Sunday’s tional representation from the CDU/CSU MPs in the fanned the flames, 
general election giving candidate lists put forward Bundestag and Mr Kohl’s At first sight, both men 


lengthy television interviews by the political parties. This designated successor, would 
and appearing before packed second “list" vote is more seem the obvious choice. But 


were stating the obvious in 
the event of a stalemate. But 


crowds. Mr Kohl’s cabinet important because it deter- he and Mr Schrflder do not their remarks, combined 
ministers, Mr Schrdder's mines which party or coali- get on. Speculation has with furious last-minute 


senior SPD colleagues and tion will govern. 


therefore centred on Volker campaigns by the SPD and 


the leaders of Germany's In addition, there is a vot- Rfihe, the COD’S defence CDU /CSC to persuade voters 


smaller parties are hardly ing threshold of five per minister, for the role of to give them their second 


cent. But an exception deputy 


But as the tempo has applies for parties with 
increased, a satisfactory strong regional support who 


minister. 


In the less likely event of ties. 


foreign votes. h3ve set alarms ring- 
ing among the smaller par- 




mum 


result appears ever more dis- fail to reach that celling, the CDU/CSU becoming the The Greens have long sus- 


tain. instead confusion has such as the former commu- biggest party, Mr Sch&uble pected that Mr Schrflder 
grown. The election, which nist Party of Democratic would most likely be chan- would prefer to lead a “red- 


just a few weeks ago Socialism (PDS), particularly cellor. Hugely industrious black" coalition with the 
appeared a walk-over for Mr popular in east Germany. As and able, he has overcome CDU/CSU than a more leftist 


Schrflder, looks wide open. long they win three direct the handicap of being para- “red-green" government. The 


If latest polls are any mandates in the first vote, lysed from the chest down FDP, a frequently obstreper- 


guide, the contest could end they are represented in the and confined to wheelchair ous junior partner in Mr 
In a stalemate which would Bundestag in line with their since a 1990 assassination Kohl's coalition, also senses 


force their two parties to national support. _ 


attempt and is Germany's 


reach an accommodation This is one of the factors most popular politician. His 


and form a “grand coali- making Sunday's election deputy would most probably 


betrayal. 

The FDP’s chances of 
clearing the five per cent 


n 


such a cliff-hanger. If the be Oskar Lafontaine, leader hurdle for the Bundestag 


The polls suggest there PDS re-enters the Bundes- of the SPD. 
would he an SPD-led grand 


coalition with Mr Schrflder 
as chancel! or .But if - and 
this is a big if - Mr Kohl's 
Christian Democratic Union 
and the Christian Social 
Union, its Bavarian sister 
party, come from behind to 
form a CDU-Ied grand coali- 
tion. neither of the two men 
is likely to be in govern- 
ment. 

Having always refused to 
govern with a grand coali- 


‘I wish we could have a 
first-past-the-post system like the UK 
so i could vote for the person 1 want 
to run the country,’ confided one 
finance ministry official 


would sharply Although at first sight an 


weakened when it polled 
only 1.7 per cent of the vote 
in the September 13 Bavar- 
ian state election. 

Although Mr Kohl has 
always expressed confidence 
in the FDP’s ability to be 
re-elected, his decision to 
break a long-held taboo and 
talk, albeit briefly, of a 
grand coalition has 
prompted FDP fears that 
the CDU/CSU is pursuing 
the prise of being 
the biggest party in 






IB ope 


tion, Mr Kohl would leave increase the share of the odd couple - Mr Lafontaine the next parliament at 
the chancellery after a vote needed to form a gov- is widely regarded as a all costs. 


record 18 years, and 25 years eminent with an effective left-wing firebrand - there is 
as CDU chairman -Mr SchTO majority in Bonn. Mr Kohl’s a bond of sympathy between 


But the FDP's exclusion 
from tbe Bundestag would 


mi 


der, who says he would only existing centrist coalition of them and the two have present Mr Kohl with a pyr- 
move to Bonn as chancellor, CDU/CSU and the small Free much in common. Mr Lafon- rhtc victory should he fulfil 
would return to his job as Democrat Party (FDP) or tbe taine was also the victim of his own hopes and emerge as 
SPD prime minister of Lower putative leftist coalition of an assassination attempt in leader of the biggest party 
Saxony in Hanover. SPD and environmental 1990 and was one of the first on Sunday. The disappear- 




Saxony in Hanover. 


Tbe paradox of a highly- Greens, headed by Mr SchTO people to visit Mr Schduble ance of the FDP as his coali- 
personalised contest that der. would need a lead of after he emerged from his tion partner would reinstate 


***** 




risks sidelining its two cen- about five percentage points 
tral players frustrates many of tbe second votes cast. 


coma. The two men are “red-green’ 


voters. “I wish we could Of the past week's opinion intellectuals - unlike the 
have a first-past-the-post sys- polls, only one points to pragmatic Mr Schrflder. 
tern like the UK so I could such a dear majority - for Although they have dashed 
vote for the person I want to the SPD and Greens. Three frequently in parliament. 


regarded in Germany as most likely combination 
intellectuals - unlike the to form the next 
pragmatic Mr Schrflder. government. 


Mr Kohl's career as a 
party politician in Bonn 


run the country," confided polls put the SPD-Green lead they have just as often could thus end as it began in 


one finance ministry official, at between £5 and 3-5 points, sought compromises. 

Instead, a system designed too low for a Bundestag 
to discourage extremes in majority if the PDS passes /’"># peculation about a 
the Bundestag, parliament's the five per cent threshold. grand co 

lower house, forces Ger- Both the SPD and Greens reached feve 


lower house, forces Ger- 


many's more politically-con- have said they will not take 
scious citizens to vote tacti- power with PDS support. 


compromises. the mid 1970s. 

He fought his first general 
peculation about a election in 1976 as opposition 
grand coalition leader and scored a triumph 
reached fever pitch by winning 4S.6 per cent of 
in Bonn this week. It the votes for the CDU/CSU. 
was fuelled by Mr Schroder's But although his was the 


The SPD would therefore acknowledgement that tbe biggest party, he was forced 


The country's complex have to approach the CDU/ SPD would, if necessary, to stay in opposition by a 
voting system works as fol- CSU to form a grand coali- serve as junior partner in a SPD-led coalition which 


lows. Each of Germany's 
60 -5m voters has two votes. 


CDU/CSU-led government if in those days had the FDP 



If Mr Schroder became the CDU/CSU had the largest as the junior partner rather 


Half the MPsare elected chancellor of such a coali- parliamentary party. Mr than the Greens. 
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Duisenberg honest on ECB role I Virtually no 


- 

- 

* ■ 

■ mi 
■* »t*« 


From Mr John Wyles. 

Sir, Wolfgang Mflnchau. is 
unfairly hard on Wim Duis- 
enberg, European Central 
Bank president, for admit- 
ting that there is little the 
ECB could do in response to 
the emerging countries' 
financial crisis (Economics 
Notebook, September 21). 
This is neither “compla- 
cency'’ nor an indication of 
“a black hole of power with- 
out responsibility”. 

Duisenberg was making a 
cheerfully honest statement 
of foot rather than Foolishly 
issuing policy prescriptions 
for world recovery even 


before his bank is properly 
open for business. If he had 
done so, Mr Mflnchau and 
others would have labelled 
him a central banking 
upstart with impudent pre- 
tensions to the Alan Green- 
span “Merlin of the Markets” 
role. I note that Greenspan 
himself has hardly pre- 
tended to have the answer to 
our current difficulties. 

In reality. Emu is helpful 
because, as a nearly accom- 
plished fact, it Is protecting 
key European currencies 
from market turbulence and 
thereby preserving impor- 
tant economic growth pros- 


pects in euroland. And a sec- 
ond contribution to keeping 
growth going is In the pipe- 
line. When interest rates 
converge In euroland at the 
end of the year at current 
Fran co- German levels, the 
effect will be a 0.5 per cent 
reduction in average EU 
short term rates. This is 
hardly the equivalent of 
“waving two fingers" at the 
rest of the world. 


travelling 


John Wyles, . 
ECO-European Communica- 
tions, 

Avenue des Nervtens 79, 
1040 Brussels, Belgium 


Longevity is not synonymous with health 


From Mr Philip Howard. 

Sir, Your headline 
"Europe’s health deterio- 
rates" (September IS) on the 
report quoting World Health 
Organisation figures for 1991 
and 1994 is rather mislead- 
ing. You have assumed lon- 
gevity means good health- A 
Commission of the European 
Communities funded report 
in 1992 entitled “The ageing 
of tbe population in Europe” 
stated: 

“In 1950 there were about 


50.6m people over 60 years of 
age in Europe; by i960 this 
□umber had increased to 
8l.9m and. by United 
Nations estimates, it is 
expected to reach 103m by 
the year 2000 and 133.2m by 
the year 2025. This means an 
increase in the elderly popu- 
lation of 70 per cent between 
1980 and 2025, whereas the 
general population will 
increase for this period by 
only 6.4 pec cent" 

Europe is set to see a mas- 


sive increase in the number 
of “active octogenarians" 
and older over the coming 
years, on a similar scale to 
that already experienced in 
America and will have to 
adapt its healthcare systems 
accordingly. 


From Professor Warren 
Eckoardes. 

Sir, Your article on MBPS’ 
travelling allowances (Time 
to stop making allowances”, 
September 21 ), addresses the 
issue of allowances. It 
should have focused more on 
the travelling. The European 
parliament should follow 
trends in the European 
futures markets CUffe set to : 
reveal electronic trade plan". 
September 14) and abolish 
open outcry. MEPs (and MPs 
fer that matter) should stay 
in their constituencies and 
virtually meet through 
e-mail. e-Fcrrums and video- 

conferencing. 

Timers and word counters 
would automatically cut off 
the verbose. And the parlia- 
ment buildings could go into 
the hotel business, with par- 
liament renting them for 
half-yearly physical meet- 
lugs, alternating between 
Brussels and Strasbourg. ■ 
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Philip Howard, 
m anaging director, 

LflttrfrCare, 

PO Box 139, 

1200 Brussels 20, 
Belgium 


Warren Ed ward es, 
chief executive, 
i Delphi Risk Management, 
3 Hyde Park Steps, 

St George's Fields, 
London W 2 2YQ, UK 


; 

• U*r 

lCT^. 

: "i *! 


Number One Southwark Bridge, London SEl 9HL 


Wo ere keen n ercouage >ettera £ran reader wrtctw*3a Lasers may bo faxad to +44 in-873 593a fast fax to -fria'j. 0ma g. 
l e fnnu)dftO'€tfLoarn PuMBted lenses am also awtetto on tha FT web a fee, MtpyVvvww.FT.eam Translation mav baavatefcte fc, 
totters written m the man w«nattjf»l languages. Far 0l7t 673 6938 Lenera shojd b* tywsd ana not ivrw wtfKisn, 


-• • '!* m 

*** MS 

r * l * 4» 

Wil ^ 

-■ '»*•*» tho 
*‘*si b * 
.’■'U K** 





* - z 















f 




I*!. 


tit* 


FINANCIAL TIMES FRIDAY SEPTEMBER 25 1998 


COMMENT & ANALYSIS 


smutty 


FINANCIAL TIMES 


^aviation di SDlrt 

rounds flights tf 


Number One Southwark Bridge, London SE1 9HL 

Tel: +44 171-873 3000 Teteac 922186 Fax; +44 171-407 5700 


. Friday September 25 1998 


T he timing could hardly 
have been more apt - or 
more alarming At the 
very moment on Tues- 
day when Alan Greenspan, the 
chairman of the Federal Reserve 
Board, was warning the US Con- 
gress of the dangerous new fragil- 
ity that has crept into the finan- 
cial markets. Wall Street’s finest 
were gathering in New York to 
rescue an institution which has 
the potential to disrupt already 
jittery markets and even start a 
credit crunch.. 

The object of their concerns 
was not a bank that had lent 
unwisely. Nor was it an emerging 
market that had become too 
dependent on fickle foreign capi- 
tal - the usual suspects that keep 
central bankers awake at night. 

It was a hedge fund called 
Long-Term Capital Management, 
run by one of Wall Street's “m u - 
ters of the universe", John Meri- 
wether. It was as if one of Amer- 
ica's great financial institutions 
was facing r uin. 

This is an affair that goes to 
the heart of the most sophisti- 
cated modern financial 
operations. Mr Greenspan has 
warned Congress for some 
months that it is the instability 
of the financial system, rather 
than the state of the global econ- 
omy, that poses the most immedi- 
ate threat to American prosper- 
ity. To judge by his comments 
before the Senate earlier this 
week, he still remains a fen of 
modem markets - but he worries 
that the speed and xoercUessness 
of the markets may sometimes 
wreak havoc. 

By making it possible to carve 
up risks more effectively, said Mr 
Greenspan, derivatives such 
futures and options help create a 
more efficient mechanism for 
directing capital to the most suit- 
able users at the lowest cost. He 
added, though: “It is a system 
more calibrated than before to 
not only reward innovation but 
also to discipline the mistakes of 
private investment or public pol- 
icy." 

Long-Term Capital provides a 
vivid example of how that savage 
the discipline ran be. Thanks to 
his vaunted reputation. Mr Meri- 
wether, who used to run Salo- 
mon's bond-trading operations, 
was able to draw down vast pools 
of money from the markets. 

Unfortunately, contrary to its 
name, Long-Term Capital tamed 
out to be a shortterm institution. 
The money sucked in threatened 
to flow out again - just as it had 
from Indonesia or South Korea. 
And with its near-collapse, 
Long-Term Capital is testing an 
entire form of finance built on 
the technology of the derivatives 
markets, to destruction. It also 
turns out to pack an unexpect- 
edly large p u n ch; more than 
$100bn could be at risk, according 
to people involved in the baO-out 
One measure of Long-Term 
Capital’s importance is the man- 
ner in which it was pulled hack 
from the brink on Wednesday 
night 

The New York Fed, which is 
charged with ensuring the 
smooth running of the nation's 
financial markets, does not use 
its powers of persuasion lightly. 
Yet it took the unusual step of 
nudging some of the country's 
biggest banks to come up with 
extra support for Mr Meriwether. 

If the hedge fund's exposures do 
indeed reach anything close to 
llOObn, then the institution's 
power to disrupt the financial 
markets was as great as any fair- 
sized bank or country. The clear 
message: this fund was too big to 
fefl. 

By contrast Barings, the UK 
investment hank that was sunk 
by Nick Leeson's unauthorised 
trading in Japanese stocks, suf- 


1 . ^ T* • *' 

* . V • . • 

-I ^ 

^ <r ,^ T 


Lessons from a 


hedge fund crisis 


A it.- ... 

- u _’ , .* 




1 Jih 


us* reutics 




>*Warity union poll 




i C^TFWrJ^V-. .- 




f»*r • 

jet^ V-VV. .... . 

fcXrf: A*--,-' . 

if *» • •- uMt-irw . • , 
K r. ; . 

r nL^-^j Jt*i *.-■&•, ■ 

r • - .- 
» *. r •; ■ 


mw* u*w st 


tmltf Seeks party backing 


ift . ; A-c* 

<&■ i ;* • • 


-*• - *'■* 
of*- 1 - • 

i»' kbiiK '4 


A worried group of leading US 
bankers goes into a secret, 
smoke-filled meeting on Wall 
Street and emerges with a plan to 
stop contagion spreading through 
US markets. September 1938? No. 
October 24. 1929, at the start of 
the crash, when J.P. Morgan and 
its allies famously stepped into 
the market in an attempt - 
briefly successful - to restore 
confidence. 

One should perhaps not draw 
parallels between that event and 
Wednesday night's rescue of 
Long-Term Capital Management, 
the US hedge fund, other than to 
note that Wall Street has a his- 
1 lory of working together in times 
fjfc of financial periL 

But the bail-out of Long-Term 
Capital demonstrates the extent 
to which the global financial cri- 
sis is now touching the US. It 
must also raise fresh concern 
about the prudence international 
banks have shown in their lend- 
ing to hedge funds. 

The rescue itself is to be wel- 
comed. given the potentially 
severe impact on global liquidity 
of a large hedge fund collapse. 
The Federal Reserve has done 
well In helping coordinate the 
deal while not putting up its own 
resources. A Fed commitment of 
funds would have sent the worst 
possible message on moral haz- 
ard, acknowledging there was a 
hedge fund too big to fafl. 

V lt is the banks that extended 
loans to Long-Term Capital that 
' will pick up the tab by acquiring 
most of the fund's equity and its 
market positions - which may or 
may not prove loss-making as 
they are unwound. 

How prudent were these 
houses in their relationships with 
Long-Term Capital? The banking 
industry has been assuming sig- 
nificantly riskier business since 


disintermediation robbed it of 
traditional fund raising for larger 
corporate clients. But Long-Term 
Capital was highly leveraged 
even by the generous standards 
of the hedge fund industry. 

Perhaps the bankers' were lul- 
led into a false sense of security 
by the blue-chip leadership of the 
business: John Meriwether, its 
bead, is a Wall Street star of 
long-standing, and his team 
includes two Nobel prize winning 
options experts and a former 
vice-chairman of the Fed. 

LTCM’s lenders may also have 
placed undue faith in the stabil- 
ity of the firm's high-technology 
bond arbitrage, which exploits 
small price discrepancies 
different securities and is suppos- 
edly less risky than the large 
one-way bets placed by many 
hedge funds. The lesson of the 
past few weeks is that there are 
no safe bets when markets are in 
turmoD. 

The LTCM story should pro- 
vide a few salutory lessons. 
Banks should review their risk 
guidelines on hedge funds, while 
regulators should look again at 
the information they receive 
about those exposures. 

Yet knee-jerk reactions would 
not be helpfuL A sharp rise in 
margin calls on hedge funds 
would simply worsen the mar- 
ket's liquidity problems. Regula- 
tory scrutiny should focus on the 
banking decisions that allowed 
LTCM to borrow so heavily. 
Attempts to tighten oversight of 
the funds themselves should be 
handled with care, lest they 
merely flee farther offshore. Rich 
people will always find ways of 
investing their money riskily. 
The task is to ensure that the 
risk is not shared unwittingly 
by depositors at government- 1 
guaranteed institutions. 
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Few would disagree with the 
argument that the European Cen- 
tral Bank should be transparent 
. and accountable. But a row is 
%pw brewing about exactly, what 
transparency should mean. 

The question is whether the 
ECB should make public the 
votes of the members of its Gov- 
erning Council. The ECB insists 
that this would lead to politicisa- 
tion of the interest rate setting 
process, as individuals could be 
under pressure to vote in line 
with narrow national interests. 

But Professor Willem Bui ter. in 
a letter published In this newspa- 
per yesterday, has argued that 
national interests would actually 
be more influential if votes were 
kept secret He claims that leaks 
and hints would take the place of 
a public announcement. Mean- 
while, political pressures would 
still he applied, since “national 
political insiders" would know 
what votes were cast. In the fog 
of uncertainty, members could 
quietly yield to pressure, without 
having to justify their sta n ce. 

Both sides have good argu- 
ments. The answer is that the 
ECB should aim for the ideal sit- 
uation - where, with no publica- 
tion of votes, the Governing 
Council would be free to act 
'according to the interests of the 


whole euro-zone - but keep a 
keen eye out for Professor Bui- 
ter’s concerns. If leaking did 
become widespread, or if it 
became clear tha t natinp^i cen- 
tral bank governors were taking 
advantage of their anonymity, 
then publication of votes could 
become necessary. In the mean- 
time, though, keeping votes con- 
fidential is the best bet for keep- 
ing politics out of the ECB. 

Keeping the breakdown of indi- 
vidual votes confidential could 
also help to focus the public’s 
attention an the Issues feeing the 
euro-zone as a whole, rather than 
on national concerns. This 
change in mindset will be crucial 
for monetary union to retain pub- 
lic support. In all other ways, the , 
ECB must be as open as possible. 
Ihe press releases accompanying 
interest rate decisions should be 
detailed; its reporting commit- 
ments to the European Parlia- 
ment should be taken very seri- 
ously; and it should consider 
publishing its minutes, omitting 
only the final vote. 

• The ECB is a new institution, 
with no track record, which will 
be operating in a very uncertain 
environment. It must do all it can 
to build its own credibility. But 
some privacy may be needed if it 
is to achieve this aim. 


Emperor stripped bare 


The rescue of John Meriwether's hedge fund is a defining 
moment for Wall Street, says Richard Waters 
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fared the opposite unhappy fata: 
it could be allowed to fail without 
fear that the ripples would sub- 
merge other institutions as welL 

But Long-Term Capital is dan- 
gerous not only because of its 
sheer size. Just as important, the 
very nature of its complex invest- 
ments meant that, if it failed, no 
one really knew what the conse- 
quences might be. 

When Drexel Burnham Lam- 
bert, the creation of junk bond 
king Michael Milken, folded in 
i960, the effects in the financial 
markets were direct and measur- 
able. The market for sub-invest- 
ment grade debt that Mr Milken 
bad invented went into a taflspin: 
but tbe effects were limited, 
largely foreseeable - and junk 
bond finance soon revived to 
become a driving force on 
Wall Street again by the 
mid-1990s. 

With Long-Term Capital, 
though, thing s are far less clear. 
In common with other hedge 
funds, it was not subjected to any 
requirements to disclose the 
nature of its investments. With 
their exposure to an array of 
International markets, often 
through highly leveraged deriva- 
tive instruments, hedge funds 


such as Long-Term Capital have 
become agents of the financial 
contagion that has swept around 
the world since Russia defaulted 
on its foreign debts. When funds 
like these retrench across the 
board, the contagion can leap 
across oceans, spreading from 
Asia to Latin America. 

Because of this uncertainty, 
the banks that lined up to back 
Mr'Meri wether do not - indeed 
cannot - yet folly understand 
what they have bought. But they 
took the view on Wednesday 
evening that it was better to save 
the fund and find out what was 
wrong during a period of relative 
calm, rather than let it go under, 
and discover the worst in a 
forced liquidation: it was simply 
not passible to predict what 
knock-on effects this would have 
triggered. 

While the bomb has been 
defused for now. however, the 
story is far from over. Three 
questions stand out. 

First, and most immediately, 
what happens to Long-Term Cap- 
ital and its massive exposures? If 
calm returns to the financial 
markets, the banks that saved 
the fond may find that by early 
next year they can wind down 


many of its investments and even 
show a profit for their troubles. 
That is what they hope. 

But that is a big if. It is diffi- 
cult to see exactly how contagion 
and instability will be brought to 
and end. Also, the presence of 
such a large fund as Long-Term 
Capital waiting to be unwound 
will itself hang heavily over the 
markets. So will the heightened 
level of fear prompted by this 
week's events. 


for further bail outs mnv well 
prove limited. The Wall Street 
houses that lined up to back Mr 
Meriwether have been engaged in 
a flight from risk ever since Rus- 
sia defaulted. As the head of unc 
big investment bank put it in 
August, the time had come to 
"batten down the hatches." That 
means scaling back their balance 
sheets, reducing exposures to 
markets that are considered Lite 
most scary, cutting buck lint's of 
credit to more doubtful institu- 
tions - including hedge foods. 

Among the people to line up 
behind Mr Meriwether was Sandy 
Weill, chairman of Travelers anil 
the man who will control Amer- 
ica’s biggest financial institution 
when his acquisition of Citicorp 
is completed in two weeks’ time 
Mr Weill has already made it 
clear that he does not have an> 
appetite fur this type of risk: 
within months of buying Salo- 
mon Brothers last year, and 
enraged by that banks' hefty 
losses from forms uf trading very 
similar to Mr Memveihcr's. ho 
closed down Salomon's oun high- 
risk bond trading iHtsitmn*. He is 
unlikely to keep dipping his 
bands into his pocket if other 
hats are passed around. 

The third, and perhaps most 
troubling question is what on 
earth cun he done in the long 
term, to the financial system to 
limit the risk of mure problems 
like Long-Term Capital's" 

Heavier regulation of In-tige 
funds might lie one option, but it 
would probably prove inefiii live. 
Unlike commercial nr investment 
banks, these funds are not 
required to hold eert:un levels of 
capital ns a buffer against losses 
- a luxury Mr Meriwether took to 
the extreme by piling a mountain 
of liabilities on a relatively slen- 
der capital base. 

As one US financial n-:ni later 
said yesterday, capital rules 
would probably prompt the hedge 
funds simply to shift their 
operations to on off-shore centre 
like the Cayman Islands. The 
only sure-fire way or building a 
fence around a domestic financial 
system is to erect tlie sort of cur- 
rency controls that Malaysia iuts 
just imposed - hardly an option 
for a developed economy. 

That suggests that Wall Street 
will have to discipline itself. And 
this time around, it may have 
received the sort of surprise that 
will induce more caution, at least 
for a time. 

Other financial debacles in the 
derivatives markets have been 
blamed on the failure of individ- 
ual institutions, rather than any 
inherent danger in the markets 
themselves. When Orange 
County was pushed into bank- 
ruptcy four years ago. it was 
blamed on the naivety of Robert 
Cltrone. the county treasurer 
who had decided to dabble in 
high finance. When Bankers 
Trust, an early pioneer of the 
derivatives markets, came 
unstuck . it was put down to a 
lack of control over the bank’s 


Second, there is the question of gung-ho traders. 


whether there are more such 
bombs waiting to go off - and in 
particular whether (if there are) 
Wall Street will have the appetite 
to come to the rescue next time. 


T his is a question that 
will preoccupy credit- 
risk managers and cen- 
tral bankers in North 
America and Europe In the com- 
ing weeks. But the fact that they 
are only just beginning to try to 
find out the extent of the expo- 
sures to hedge funds Is hardly an 
encouraging sign. Like indulgent 
parents, they may have allowed 
these offspring to grow Into 
unruly teenagers that they can 
no longer understand or control. 
If more funds fail the appetite 


This time. Wall Street will find 
it harder to shrug tbe debacle off. 
Some of the best -known invest- 
ment and commercial banks 
believed devoutly in the methods 
that Mr Meriwether and his 
troops were using. They invested 
heavily in them, too. This was n 
fund, after all, that could boast 
not one but two Nobel laureates, 
including one of the men credited 
with developing the theory for 
pricing options, the intellectual 
foundation on which the deriva- 
tives markets have been estab- 
lished. 

Mr Meriwether and his cohorts 
numbered themselves among the 
emperors of modern finance. The 
emperor, it turned out. had no 
clothes. 
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At last same good seems to be 
coming from last May's nuclear 
tests. Pakistan bag said it will 
sign the Comprehensive Test Ban 
Treaty within a year and agreed 
with India to begin discussions 
on easing tensions in Kashmir. 
But Nawaz Sharif, Pakistan's 
prime minister, says he will only 
sign tbe treaty if the US and- 
other countries first abandon 
sanctions, including the ban on 
new loans by the World Bank 
v ' " .-national Monetary 
""Fund." 

Tbe US and its allies must thus 
decide whether to take Pakistan’s 
promise seriously. There are rea- 
sons for doing so. Pakistan's 
economy is on the brink of col- 
lapse. it badly needs IMF help, 
and given the volatility in the 
region, there is a general interest 
in its economy recovering. It 
would be unrealistic to ask far 
more than Mr Sharif s categoric 
public promise. 

There will be opposition at 
home to signing the test , ban 
treaty, especially after the US 
w strikes against terrorists in 
neighbouring Afghanistan. Mr 
Sharif will also have to expend 
considerable political credit in 
selling the tough programme that 
tbe IMF must require, given the 
dire state of the economy. But he 
has little choice. Pakistan has 
failed to raise significant alterna- 


tive support from its friends in 
the Middle East 
Sanctions have put less eco- 
nomic pressure on India, but it 
must also sign tbe ban treaty Ah 1 
two reasons. First, the two coun- 
tries must move in tandem if one 
is not to be left feeling more vul- 
nerable. The BJP government 
should also sign out of self- 
interest - to help restore the con- 
fidence of fhwnnfai markets at a 
time when it urgently needs to 
move forward with privatisation 
and prepare for important state 
elections this autumn. 

‘ But because the incumbent 
government would benefit from 
more confident markets, a con- 
sensus on the treaty in New 
Delhi may be difficult. If that 
does not happen, Pakistan’s 
resolve will understandably 
waver. And India would then be 
blamed. 

. Fast performance does not give 
much ground for hope. But per- 
haps more surprising than Fakls- j 
tan’s test han announcement at 
the UN this week has been the 
warmth behind the two coun- 
tries’ decision to move ahead 
with talks on Kashmir. Quick 
progress is unEkely, but if both 
countries have finally realised 
that the nuclear tests have raised 
the stakes, there will be more 
rlwTira of them moving in tbe 
right directum. 


East Germany’s former 
communists - now trading under 
the name the Paly of 
Democratic Socialism - are stOI 
holding out against full-blooded 
market capitalism. But when it 
comes to marketing, the PDS Is 
bang up~to rfata- 

. Rather titan boring voters with 
chunks of its wordy manifesto, 
the PDS has opted fora 
fashionably minimalist approach 
spiced with provocation. Some 
posters amply say C 00 L Others 
invite voters to GJve Them a 
S ign, complete with a handy 
demonstration of an obscene 
finger gesture. 

In a bid to capture the youth 
vote one is even emblazoned 
with the wort Homy which, other 
meanings apart is street 
parlance for ■growy". 

The jury is stiff out on this 
attempt to be the trendiest party 
in the poffing booth, and there’s 
been some derision from the 
super-coot inevitably, street 
language has moved on. But if 
the PDS’s marketing types had 
been available to dear old Karf 
Marx, the world might have been 
very different 


Long-Term Capital Management, 
the hedge fond run by veteran 
bond trader John Meriwether. 

But the affair shews that 
personal connections still linger 
on Wall Street 

A crucial role appears to have 
been played by David Mullins, 
who resigned as vice-chairman 
of the Fed In February 1994 to 
become a partner of Long-Term 
Capital 

When Muffins left the Fad, he 
said the serious financial 
problems on which he had 

worked - like the savings and ' 
loan crisis, failures and stress 
among commercial banks, the 
stock market crash of 1987 and 
the 1990-91 recession - "have 
essentially been resolved". 

If there were no troubles way 
back in 1994, Long-Term Capital 
has certainly helped to stir some 
fresh ones up now. If Mullins 
enjoyed fixing crises so much, he 
must be a very happy man. 


Did Hun Sen mean that Sam 
Rainsy, the slightly off-kilter 
reformer, was tiring to end his 
regime? Or that Prince Norodom 
Ranariddh, himself a victim of 
Hun Sen’s violence a year ago, 
had drawn on some of the loyalty 
to him In the army? Or that Chea 
an, Hun Sen's low-key rival in 
the ruling party, was making a 
bid for power? 

Some around the tables even 
whispered that an attack staged 
by his own henchmen would 
have provided Hun Sen with a 
good excuse to crack down on 

the opposition. 

More than 150 political 
murders in Cambodia have not 
been solved in the last 18 
months, so we win probably 
never know the truth. Among 
yesterday's clinking of silver 
tableware, soft piano music and 
popping of wine corks, there 
were no arrests. 


had not yet been signed - added 
to the sense of unease. 

Today the Telecom Italia board 
meets to decide its international 
strategy, but perhaps a bigger 
test lies in the days ahead: can 
he firm up a deal with Rupert 
Murdoch for a six-year pay-TV 
contract to broadcast Italian 
football? 

“Rossignolo needs one dear 
success and hasn't yet had one,” 
said a senior figure in the 
company yesterday. ‘There are a 
lot of people against the move 
inside Italy, but a deal would be 
impressive.” 


Purity pact 


Mealy mouthed 


On the line 


Mullins magic 


Fear of financial meltdown was 
certainly one reason for the 
Federal Reserve Bank of New 
York's intervention to help save 


As Cambodia's King Norodom 
S&ianouk entertained the new 
parliament to lunch at the 
elegantly refurbished Gran Hotel 
at the foot of the Angkor Wat 
temple complex, the table taft 
wasn't all about who'd bagged 
the biggest majority. 

Strongman and electoral victor 
Hun Sen had just escaped a 
rocket attack that kHled a 
13-year-old boy, and was busy 
blaming the political opposition, 
who were all at the big feast 


It’s crunch time for Gian Maria 
Rossignolo, the 08-year-old 
chairman of Telecom Italia. When 
the former scion of Fiat took over 
I the newly-privatised group earlier 
this year, his swashbuckling 
managerial style earned him the 
tag of the “John Wayne of Italian 
capitalism*. 

His determination not to 
appoint a chief executive and a 
series of gaffes - induding an 
announcement at his first annual 
meeting about the conduslon of 
an international partnership that 


The Portuguese media has called 
time on smutty stories. The 
country's leading newspapers, 
television and radio stations have 
signed a solemn undertaking to 
withdraw from that "giant 
spectacle of collective 
voyeurism” the world calls 
ZJppergate. 

It seems that contrition is 
spreading like a contagion from 
the White House. Apparently the 
front-page publication by leading 
daily newspaper Diario de 
Noticias of intimate sexual detail 
from the Starr report helped 
spark the editors' treaty. 

The Lisbon line now is that the 
Starr report is "obsessive and 
degrading" and the Portuguese 
press won't sully its pages with 
any more salacious snippets. 
Unless, of course, it’s in public 
interest to do so. 


Occult Book Company 
A pamphlet has been sent to 
us by the Occult Book 
Company of Halifax, showing 
how coming events may 
confidently be anticipated by 
means of astrology. From this 
we find that several interesting 
circumstances will attend the 
equinox. Mars will be in the 
12th House in the Sign of the 
Crab, which sounds as If Mars 
were out on a whisky walk. 

But the great point Is that from 
these and various other 
peculiar symptoms Mr. G. 

Wild, of the Occult Book 
Company, is able to inform us 
that “these positions are good 
for railway returns, Post Office 
reforms and speculative 
business.” 


50 years ago 


Hat Makers Wonted 
i In an attempt to persuade 
more men to wear hats the 
British Felt Hat Manufacturers’ 
Federation has adopted a plan 
to set up a hatters’ information 
centre. This will inaugurate 
and conduct a publicity 
campaign and public relations 
service. "Hie felt hatting 
Industry centred largely in 
Cheshire and Lancashire is 
experiencing short-time 
working and unemployment 
because of Insufficient 
demand at home and import 
restrictions by some countries. 
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Nobel explosion 


The near-collapse of Long-Term Capital 
Management is a stark reminder of Wall 
Street’s talent for self-delusion. Yet again 
bankers have convinced themselves that 
it is possible to enjoy exceptional returns 
with little risk. LTCjvFs arbitrage t rading 
strategy seemed just such a miracle 
money-spinner - particularly since the 
underlying assets, such as sovereign 
bonds, were high quality. Equally, its 
management, festooned with Nobel laure- 
ates. was seen as too smart to get into 
trouble. As a result, the world's top banks 
lent it huge sums, allowing LTCM to take 
SSObn worth of positions on capital of 
S-L8bn. 

But even Nobel laureates find it hard to 
separate risk and return. In essence, 
LTCM was functioning as a huge reinsur- 
ance company for Wall Street, taking on 
risk the big banks wanted to lay off. That 
these same banks were simultaneously 
lending it the money to do so defies 
logic. And now that the emerging markets 
hurricane has blown LTCM over, they 
were left with little choice but to bail it 
out Having bought valuable time, some of 
LTCM's trades should even end up mak- 
ing a profit - on the back of which the 
ftind wants to raise fresh capital. That 
really is chutzpah. 
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Hedge funds 


There will be no shortage of schaden- 
freude at the troubles of Long-Term Capi- 
tal Management. But do they mean diffi- 
culties for the hedge fund industry more 
broadly? 

Not necessarily. Hedge funds pursue a 
multitude of different strategies. LTCM 
was an arbitrage specialist; the low-risk 
perception of this category is now in 
tatters, as are the career prospects of 
maths and physics PhD students with 
black-box investment solutions. But big 
name macro-funds like George Soros's 
Quantum should be relatively unscathed. 
Their bets are less one dimensional and 
much less leveraged. 

Regulators, bankers and investors how- 
ever may not appreciate the distinction. 
The Federal Reserve, in particular, is sure 
to demand a pound of flesh for underwrit- 
ing a bail-out It may lean on the banks to 
demand greater transparency from the 
funds they lend to. And. once acquired, 
even Indirect regulation may foster an 


appetite for something more hands-on. 
News, meanwhile, that UBS has written 
off SFi950m related to LTCM can only 
increase calls for fire-walls to be 
erected in banks between their risk 
activities and those using deposit insured 
funds. 

For their part, investors may well 
demand greater disclosure and shorter 
lock-up times. But they will surely not 
shun the Industry. The irony of the LTCM 
saga is that it coincides with difficult mar- 
kets that favour the discretionary man- 
agement style of hedge funds. The smart 
money will be looking for managers who 
can ensure capital preservation. Many of 
them work at hedge funds. 


Diageo 


Investor anxiety at Diageo's emerging 
market exposure has overshadowed the 
merger story to an unnecessary extent. 
With a deal this big, costing £lbn in 
restructuring charges and other merger- 
related bills, the interesting question 
continues to be: is it worth it? The answer 
remains yes, even though it will take lon- 
ger for the benefits to outweigh emerging 
market minuses. 

Since July Diageo's market value has 
tumbled £iobn to£lBbn, twice the per- 
centage drop of the FTSE 100- This seems 
to be discounting the complete disappear- 
ance of the £340m operating profits deriv- 
ing from Asia-Pacific and Latin America - 
less than a fifth of the group total. Highly 
unlikely. It is easier to understand the 40 
per cent share price slide at LVMH, which 
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has a far higher exposure to Asia and has 
seen its S2£bn DFS acquisition plunge 
into the red. 

For those focusing on Diageo's merger 
progress, it was good to see eventual 
annual savings shooting up SO per cent to 
£290m by 2GQG-2Q0I. although the £630m 
bill for this looks high compared with 
other mergers. Taxed and discounted to a 
present value, the savings are worth 
about £l£bn on a multiple of 10. Taken 
with the reduction in capital, improving 
returns, and the share buyback which will 
salvage earnings per share growth this 
year, the merger passes muster just as a 
pruning exercise, if Diageo can also use 
its marketing power to reignite the top 
line, that will be a bonus. 

PowerGen 

PowerGen's gamble has paid off. The 
price for UK government clearance of its 
bid for East Midlands Electricity is two 
coal-fired power stations - well worth 
paying. Faced with an Inevitably declin- 
ing share of the generating market, 
PowerGen's strategy of vertical integra- 
tion has its merits: a route to market for 
Its electricity. Right now, it looks more 
promising than investing in power sta- 
tions in emerging markets, like rival 
National Power. 

But the trade and industry depart- 
ment's derision raises concerns. It has 
overruled two regulators. The Office of 
Fair Trading recommended a Monopolies 
and Mergers Commission investigation. 
The electricity regulator wanted three 
power stations to go. 

Of course, the DTTs ruling goes in the 
right direction, but the risk is that it will 
not be enough. The key is how many new 
entrants there are in the price-setting por- 
tion of the generating market This is 
especially important as the ill-thought out 
restrictions on gas-fired power stations 
limit competition- 

True, National Power will also be 
required to sell plant which may deliver 
the magic number of new entrants to 
stimulate competition. But the govern- 
ment has less leverage over National 
Power, which has no bid it wants cleared. 
That generator may be prepared for a 
long fight over disposals. But it will still 
need to convince the market that it too 
has a strategy for growth. 


DEFENCE MINISTERS DETERMINED TO AVERT HUMANITARIAN CATASTROPHE IN KOSOVO 
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Nato ready for Yugoslavia 
air strikes within weeks 


By Alexander fficofi to VBamoura, 
Portugal, and Marc Champion to London 

Nato signalled yesterday that it 
would carry out air strikes in Yugo- 
slavia within weeks unless Slobodan 
Milosevic, the country’s president, 
complied with Wednesday's United 
Nations resolution demanding a 
ceasefire and a negotiated solution 
to the crisis in Kosovo. 

The North Atlantic Council, the 
alliance’s decision-making body, 
authorised military chiefs to move to 
the final stage of readiness tor an air 
campaign, seeking formal commit- 
ments from Nato members to pro- 
vide aircraft and other military 
assets. 

A Nato official said defence minis- 
ters of the alliance, meeting in the 
Portuguese resort of Vilamoura. dis- 
played unanimous determination to 
avert a humanitarian catastrophe in 
the Serbian province, the scene of a 
military offensive against pro-inde- 
pendence rebels. Some 50,000 ethnic 
Albanian refugees are estimated to 
be living in the open as winter sets 
in. 


Ministers emphasised that Nato 
still hoped for a diplomatic solution 
and that Mr Milosevic would be 
given time to comply with the UN’s 
demands. But William Cohen, US 
defence secretary, said: “A very 
short period of time win determine 
whether diplomacy is going to be 
successful or not," 

Nato and western governments 
have threatened Mr Milosevic 
numerous times before, only for 
these threats to prove empty. But 
with a UN resolution now in place 
there appears to be a growing deter- 
mination to act. 

George Robertson, the British 
defence secretary, describing the 
decision as a "step change”, said air 
strikes could lead to a range of fur- 
ther Nato operations including the 
dispatch of ground troops to police a 
ceasefire or support provision of 
humanitarian assistance. 

Initial strikes against Yugoslavia, 
which comprises Serbia and Monte- 
negro. could involve the use of up to 
80 aircraft, as well as ships and sub- 
marines carrying cruise missiles. 

“We expect any air campaign 


would be a phased campaign,” said 
Walter Slocombe, US undersecretary 
of defence. "The targets would be 
military targets. Very, very effective 
and very, very strong blows would 
be aimed at the very instruments 
that Milosevic is using to carry out 
this repression.” 

Javier Solana. Nato secretary- 
general. said Nato was not yet issu- 
ing an ultimatum, but the UN reso- 
lution and Nato's decision “cannot 
be more clear”. 

The UN resolution cites chapter 
seven of the UN charter covering use 
of force, but does not explicitly 
authorise it. Nato allies have not 
resolved internal discord on what 
would constitute a legal basis Ear 
military action, with Washington 
believing Nato does not need any 
further UN authorisation but other 
countries preferring to obtain one. 

However, there were indications of 
a compromise under which Nato 
would act depending on Mr Milos- 
evic's behaviour and conditions for 
refugees. 

West clings to Bosnia hopes, Page 2 
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By Robert Graltam to Paris 

France wants to strengthen the 
European Union’s political role in 
stabilising world financial markets 
and overhauling the International 
Monetary Fund and World Bank. 

It has sent 12 proposals to EU 
governments in the most far-reach- 
ing attempt yet by a member of the 
future European single currency to 
ensure the euro is backed by an 
active diplomatic approach to Inter- 
nationa] financial issues. 

The initiative follows ideas out- 
lined earlier this week by Tony 
Blair, the British prime minister, for 
reform of the IMF and for dealing 
with financial instability. 

The proposals will be discussed at 
the meeting of EU finance ministers 
due to be held today and tomorrow- 
in Vienna. France's aim is to co- 
ordinate a eurozone position before 
the IMF and World Bank annual 
meetings, which begin next month. 
France has accepted that the newly- 


formed Euro-11 council - the infor- 
mal discussion body for countries 
taking part in the first wave of the 
single currency - should expand its 
meeting this weekend to include 
Britain. Denmark, Greece and Swe- 
den, the four EU countries that will 
not join the single currency in Janu- 
ary 1999. This recognises the impor- 
tance of bringing the UK into the 
discussions, especially as it is cur- 
rently chairing the Group of Seven 
leading industrial economies. 

French officials accept that several 
of the ideas floated this week by Mr 
Blair are similar to their own. with 
the difference that the UK prime 
minister chose not to propose a com- 
mon EU initiative. 

The French proposals cover what 
officials call “the role of the fireman 
and the role of the architect" - 
short-term Fire-fighting measures 
and longer-term measures to rebuild 
international financial institutions- 

The French argue that In its fire- 
man role, the EU should send a mis- 


sion to Tokyo to express concern^ 
over the Japanese authorities' inabll- “i 
ity to produce credible policies and ‘ ■- 
measures to tackle its banking cri- 
sis. Paris wants another mission des- 
patched to the US, to convince Con- 
gress of the “critical" need for an 
increase in IMF quotas. 

Dominique Strauss-Kahn. French 
finance minister, is also pressing for 
a formula to extend the monetary 
stability of the eurozone into east 
and central Europe, while encourag- 
ing the four EU countries outside 
the single currency to join as “soon 
as they deem possible". 

The principal institutional reform 
proposed involves the transforma- 
tion or the IMF’s interim committee - 
into a decision-making council, 
meeting more regularly. This would 
mean introducing "genuine political 
governance" to the IMF. The French 
do not share Mr Blair’s idea that the 
IMF and World Bank should raergi^ - 

A voice for the euro, Page 2 
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Telecom Italia holds strategy talks 

Telecom Italia, the 
troubled telecommuni- 
cations group, wrP 
today hold a critical 
board meeting in Rome 
at which it hopes to 
agree a new industrial 

strategy to tackle 
mounting domestic 
competition. After a 
year of constant 
upheaval, Gian Maria 
Rossignolo (left), chair- 
man, is hoping that new plans can be approved 
to end severe attacks on his leadership. Page 
22 

Japan airlines speed revamp plans 

All Nippon Airways and Japan Air System, two 
erf Japan's largest airlines, accelerated restruct- 
uring plans. ANA sold two of its fufly owned 
hotels in the US, while JAS cut executive and 
administrative salaries and stepped up its plan 
to eliminate 500 jobs. Page 21 

Europe’s bourses hit by profit fears 

European share prices went Into retreat as 
investors began to take more notice of the 
impact on corporate profits of the crisis sweep- 
ing financial markets. Euro Prices, Page 25 

Ahmsa to develop Mexican mine 

Ahmsa, one of Mexico's most debt-ridden 
companies, is planning to develop the country's 
largest iron ore mine in remote Santa Marfa 
Zaniza in the mountains of the Sierra Madre 
Sur, as part of a wider $£5bn project to turn 
southern Mexico into a steel hub. Page 23 

Fruitful outlook for Dairy Farm 

Dairy Farm, the Hong Kong-based retailer that 
is part of the Jardine group, looks set to survive 
the Asian crisis, having more than doubled net 
profits. Page 21 
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adversely, talk of steep price faDs and currency 
turmoil has proved exaggerated. Page 38 


Ghana hopes for cassava boom 

Ghana is on the brink of a cassava boom. A 
breakthrough into export markets has been 
made possible by the development of new high- 
. yielding varieties of the root crop. Page 28 
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UBS predicts losses of up to $700m 

Bank’s deficit caused partly by exposure to troubled fund manager LTCM 


By WKBam Hafi hi Zurich 


UBS, Europe's biggest bank, 
will lose up to SFrlbn ($700mj 
in the third quarter because of 
heavy losses on its equity and 
emerging markets business 
and a SFriSOm write-off on its 
exposure to Long Term Capital 
Management, the troubled 
hedge fund manager. 

The news of UBS's losses 
came only a month after the 
Swiss bank announced a rise 
in first half net profits to 
SFrabn and reported It had 
already reduced its appetite for 
risk since the start of the year. 
UBS shares, which had risen 


more than 5 per cent at one 
stage yesterday, fell more than 
10 per cent, to SFr365, as news 
leaked out about the press con- 
ference scheduled for after the 
Swiss stock exchange closed. 

UBS, one of the few banks in 
the world to retain a triple A 
credit rating, had been consid- 
ered one the more conserva- 
tive operators In tbe financial 
markets until yesterday. While 
the losses on its emerging mar- 
kets and equity trading did not 
come as a total surprise, ana- 
lysts were unnerved by the 


size of its exposure to LTCM. 
which had never been publicly 
disclosed before. 

Marcel Ospel. UBS chief 
executive, said LTCM used to 
be the "Rolls-Royce" of the 
global hedge fluid industry. It 
had been generating returns of 
up to -30 per cent and was man- 
aged by the “elite" of the 
hedge fund industry. The man- 
agement of the old Union Bonk 
of Switzerland, before its 
merger with Swiss Bank Cor- 
poration. had taken a stake In 
LTCM with the intention of 


forming a fund of funds, which 
would be sold on to investors. 

However, the operation did 
not prove a success and UBS 
was left with a much larger 
exposure than anticipated. Mr 
Ospel said be did not know 
why the marketing of the fund 
to investors bad failed but 
indicated that it could have 
been a management oversight 
because it occurred during the 
time the two banks were 
awaiting official approval for 
their merger which was not 
consummated until July 1. Mr 


Ospel emphasised yesterday 
that the two hanks had 
reduced their combined risk 
appetite by -10 per cent since 
the merger. He also said the 
group's structural earnings 
power remained unaffected 
and be expected the bank 
would recoup some of tbe 
losses on its equity trading 
book, unlike its stake m 
LTCM. UBS has Injected Stnrm 
into the LTCM rescue and 
expects to own between lu .md 
lo per cent of the equity. 

The losses were a result of 


the global financial crisis, said 
Mr Ospel. Volatility in the 
share markets of the industria- 
lised world had practically 
doubled, negatively affecting 
ihe value of UBS's equity trad- 
ing book. 

UBS, which analysts had 
cxiierleti to earn more than 

Sl.tSbn a quarter following tin. 1 

merger, expect, to report an 
after tax loss of SFrjflO.Oftim to 
SFrlbn in the third quarter. 
Net profit in the si-cond half is 
expect I'd lu he modest. 


Lex, Page 18 

LTCM Special, Page 20 

Deutsche Bank purchase, Page 22 



US personaf-organiser maker Day Runner Ima launched a E47An (S805m) hostile bid for its UK rival Fflofax Chairman Marie VSdovich (above) said 
Ffiofax’s "brand is not what 'it was, but that doesn't mean It isn't a good brand". Report, Page 24 Picture: Coin Beetfe 


First IPO in a month sees shares surge 


By John Labate in New York 


The first US initial public 
offering Cor four weeks yester- 
day rose almost 200 per cent 
over the offer price in early 
trading, shrugging off recent 
market turbulence. 

Shares in eBay, a California- 
based online auction service, 
began trading at midday and 
immediately shot up to *53% 
from its offer price of $ 18 . 
About 9 per cent of the com- 
pany was sold into the market, 
in the offering of 3.5m shares. 
The surprisingly strong flota- 
tion came amid a downward 
trending stock market, with 
tbe Dow Jones Industrial Aver- 
age off more than 87 points by 
early afternoon at 8,067.13. 


Analysts were split as to 
whether eBay's offering itself 
would break the chill that has 
hung over the IPO market 
since late August 

“It’s a signal to the market 
that the strongest companies 
will be coming to the market 
now," said David Menlow, 
president of the IPO Financial 
Network. Until the recent 
fall-off in IPO activity, a glut of 
internet shares filled the mar- 
ket calendar, although few had 
demonstrated their operations 
were capable of turning a 
profit. 

Steven Tuen of the IPO 
Value Monitor said; "eBay's 
really testing the waters after 
a hiatus in the IPO sector. 
Ebay is a strong offering, but 


it doesn't necessarily mean it 
will open the floodgates 
again.” If IPO activity did pick 
up, there would not be a sharp 
rise in offerings until at least 
the second or third week in 
October, given the time needed 
for roadshows and pricing of 
deals, Mr Tuen predicted 
. Some 73 IPO deals remain in 
the pipeline but have yet to be 
priced, according to Securities 
Data Company. 

eBay Is rare among internet 
IPOs, in that it is a leader in 
its niche and is also profitable. 
Last year the company had 
earnings of $874,000 on reve- 
nues of $5. 7m. The company, 
which began operating in 1995, 
manages online auctioning 
involving a person-to-person 


trading community for items 
ranging from antiques to com- 
puters. 

The lead underwriter for yes- 
terday’s IPO is Goldman 
Sachs, the investment bank in 
the midst of deciding whether 
to proceed with its own public 
offering, which was expected 
later this year. 

Up to yesterday, the average 
IPO has been a poor performer 
in the aftermarket. According 
to Securities Data, a typical 
IPO has lost 12.1 per cent from 
its offer price. But few inves- 
tors get in to such deals at tbe 
offer price, and so have seen 
even heavier losses as a result 
of the turbulent market. 


Htortd stocks, Page 38 


Dresdner hit by 
rogue trading 
in Russian bills 


By Graham Bowtoy In Frankfurt 

Rogue traders at Dresdner 
Bank, Germany's third largest 
bank, broke bank rules by buy- 
ing Russian GKO treasury 
bills just before the market 
crashed causing losses of mil- 
lions of D-Marks, the bank dis- 
closed yesterday. 

The treasury bill losses, in 
the “small double-digit mil- 
lions of D-Marks", were 
incurred by a bank unit - 
which Dresdner refused to 
name - even though it was 
against bank policy to invest 
in GKOs. 

Bemd Fahrholz. board mem- 
ber responsible for Russia, 
said: “Our policy was not to 
engage in GKOs. We have not 
been in GKOs except by indi- 
vidual mistake with a very 
small amount.” 

Separately, he said Russian 
companies had already paid 
back some short-term loans 
since the country’s financial 
crisis began. He also signalled 
Dresdner was willing to 
resume lending to some 
trusted Russian companies 
once the crisis had calmed. 

"There could be some busi- 
ness going on once the smoke 
has cleared because we have 
some good relationships." he 
said. 

Dresdner has made provi- 
sions of about DMlOOm ($59m) 
to cover its losses on GKOs as 
well as losses on Russian cor- 
porate bands that were on its 
books when the crisis hit. It 
has also lent Russian compa- 
nies and the Russian govern- 
ment about DMlbn that is not 
backed by western government 
guarantees or trade deals. It 


has made provisions to cover 
60 per cent of this amount. 

About DM 700m of the lend- 
ing is rescheduled Loudon 
Club debt owed by the Russian 
government. About PM300m is 
new lending, which includes 
small syndicated loans to 
hanks and commodity financ- 
ing for Russian companies. 

Dresdner's losses are less 
than many other western 
hanks that had a deeper 
involvement in Russia's capi- 
tal markets, but they raise 
concerns about controls within 
the bank. Deutsche Bank, Ger- 
many's biggest. Is believed to 
have exposure to GKOs and 
other short-term securities of 
about £$om. 

Dresdner has a commercial 
bank in Russia in a joint ven- 
ture with BNP of France. Its 
investment banking division, 
Dresdner Kletmvort Benson, 
also has a Moscow office. 

Mr Fahrholz said Dresdner 
was confident of receiving full 
interest payments an London 
Club debt owed by the Russian 
government that fall due this 
year. This is despite the Rus- 
sian government’s delay on 
interest payments on Paris 
Club debt to western govern- 
ments, due at the end of last 
month. 

“Mr Primakov (the Russian 
prime minister] has said they 
will pay all the debt," he said. 

Dresdner was also confident 
several big loans to Gazprom, 
the huge Russian gas com- 
pany, were not a risk to the 
bank because they were 
backed by revenues from gas 
piped to tbe west 


Santander cuts Jobs, Page 22 


SAS and Singapore Airlines 
to sign code-sharing alliance 


By Titn Burt and Michael 
Skapintor in Stockholm 


Scandinavian Airlines System, 
a member of the six-carrier 
Star alliance, win sign a code- 
sharing agreement with. Singa- 
pore Airlines in the latest 
tie-up in the consolidating air- 
line industry. 

Executives at SAS, which 
yesterday unveiled a SKr700m 
($85m) overhaul of its corpo- 
rate identity, said the partner- 
ship with Singapore Airlines 
(SIA) could pave the way for 
the Asian carrier's participa- 
tion in the Star alliance. 

The tie-up follows the 
launch earlier this week of the 
five-carrier Oneworld alliance, 
involving British Airways, 


American Airlines, Cathay 
Pacific, Qantas and Canadian 
Airlines. 

Mr Jan Stenberg, SAS chief 
executive, emphasised that 
SIA - which already has a 
oode-sbaring agreement with 
Lufthansa, another Star mem- 
ber - had no Immediate plans 
to join the alliance, although it 
was an option for the future. 
“We could manage 10 carriers 
within Star,” he added. 

Mr Stenberg was speaking as 
SAS - 50 per cent owned by 
the governments of Sweden, 
Norway and Denmark - 
launched Us first new livery 
for 15 years. The overhaul, 
coinciding with a SKrl2bn 
fleet renewal programme, is 
the first rebranding erf a lead- 


ing carrier since British Air- 
ways unveiled Its new corpo- 
rate identity last year. 

Mr Stenberg said SAS was 
maximising revenue and cost 
benefits from its membership 
oT Star, which includes United 
Airlines of the US, Varig of 
Brazil, Lufthansa, Air Canada 
and Thai Airlines. Airline offi- 
cials predicted SAS would 
derive savings of more than 
SKr500m from Star this year. 

Vagn SGrensen, the SAS 
director responsible for alli- 
ances. said the Star carriers 
were exploring associate mem- 
bership for smaller airlines 
and confirmed that SAS was in 
talks with All Nippon Airways. 
Japan's second largest airline, 
about possible participation. 


Asia turmoil hits sales of 
European consumer goods 


By John WHman, Robert Graham 
and Part Betts in London 


Concern over prospects in 
emerging markets hit the 
shares of Diageo, LVMH and 
Gucci yesterday as all three 
European companies reported 
profit falls due to Asian mar- 
ket turmofl. 

Diageo shares fell 2lp to J97p 
after the food and drink group 
I reported a 4' per cent fell in 
' pre-tax profits before excep- 
tionals far the 12 months to 
June 90 from £L93bn ($3-24bn) 
lo£L85bn. 

A SO per cent fen in drinks 
profits in Asia and a £350m hit 
from currency movements had 
-been largely anticipated by 
analysts. But markets were 
alarmed by the group’s warn- 
ing that economic uncertainty 


in Russia and t jt.in America 
was hitting spirits sales since 
the start of this financial year. 

LVMH shares fell over 5 per 
cent to FFr829 after the French 
drinks and luxury goods group 
reported a 6.4 per cent fell in 
first-half profits. It blamed the 
impact of the Asian crisis on 
DFS, its duty-free shopping 
chain which is focused on the 
Asia-Pacific region. 

Gucci, the Italian luxury 
goods group quoted in New 
York and Amsterdam, reported 
a B per cent decline in first-hall 
net profits. Its shares fell 
FI5.20 to P17Q.80. after the 
Milan-based group blamed dif- 
ficult international trading. 

The gloom deepened after 
Coca-Cola summoned analysts 
to a briefing in New York 
today to discuss the impact 


of tbe economic turmoil. 

Diageo said its core spirits 
and wines business had contin- 
ued to perform strongly in 
Europe and North America. 
But in Asia, sales of Johnnie 
Walker Black Label premium 
whisky had fallen 40 per cent, 
while the standard Red Label 
version was down 50 per cent 

Analysts also reacted to tbe 
disclosure of sluggish sales in 
Diageo’s Pillsbury food busi- 
ness in the US. Tougher com- 
petition in low margin prod- 
ucts such as canned vegetables 
and cake mixes held sales 
growth back to 1 per cent 

Lex, Page 18 
Gucci tabs 954, Page 22 
LVMH sales decline, Page 22 
Coca-Cola sat hi warn, Page 23 
Diageo cost savings, Page 24 
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Periods of increased volatility in financial markets present 
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COMPANIES & FINANCE: BAIL-OUT FOR LONG-TERM CAPITAL MANAGEMENT 

The fund that thought it was too smart to fail 


For more than four years, 

John Meriwether’s elite traders 
had made stellar returns. But 
when turmoil hit Russia, it led 
to disaster in Connecticut 


T he faces gathered 
around the table in 
the 10th floor board- 
room of the New York Fed- 
eral Reserve on Wednesday 
night were the elite of Wall 
Street. Few events are 
urgent enough to gather 
those such as David Roman- 
sky. chairman of Merrill 
Lynch, and Sandy Warner, 
chairman of J. P. Morgan, at 
a few hours’ notice. 

But this was exceptional. 
The men were here to rescue 
one of their own - and save 
themselves from the effects 
of one of the most spectacu- 
lar financial collapses of 
modem Wall Street. For 
Long-Term Capital Manage- 
ment - the elite hedge fund 
with SSObn of assets - it was 
the moment of truth. 

In the imposing fortress of 
the New York Fed building, 
with Its wrought iron gates 
and stone facade, a working 
group of the leading Wall 
Street investment hanks had 
struggled all day to persuade 
other institutions to contrib- 
ute hundreds of millions of 
dollars. “Time was running 
out," says one person close 
to the talks. 

For four years, LTCM had 
produced spectacular and 
consistent returns on its cap- 
ital base of up to S7bn from 
its headquarters in Green- 
wich, Connecticut. The firm 
led by John Meriwether, one 
of Wall Street's legendary 
figures, had thrown down a 
gauntlet to Salomon 
Brothers, his old firm, and 
other finan cial institutions. 

But that had ended 
abruptly in the wake of the 
economic collapse of Russia. 
Its complex mathematical 
bets on discrepancies in 
value among different bonds 
and derivatives hod come 
spectacularly unstuck. Its 
capital had virtually been 
wiped out as it paid out bil- 
lions in collateral on loss- 
making positions. 

The near-collapse of LTCM 
had come as an enormous 
shock to the men around the 
table, whose investment 
banks bad extended credit to 
the firm, and traded with it. 
Not only could they face 
losses from its collapse, but 
its defeat was potentially a 
defining moment for Wall 
Street in the 1990s. 

If Mr Meriwether and a 
team of traders including 
two Nobel Prize winners, 
could fail, what would hap- 
pen to the Wall Street firms 
that held simitar positions in 
US bond and derivative mar- 
kets? Several of them were 
also heavily exposed to its 
difficulties because they had 
lent it money, and traded 
with it. 

The meeting at the New 
York Fed - one of the lead- 
ing banking regulators in 
the US - had uncanny ech- 
oes of one at the Bank of 
England in February 1995. 
That was called in an effort 
to persuade British banks to 
contribute £800m to rescue 
Barings, the merchant bank 
that was in trouble in Singa- 
pore. 

Yet unlike the Barings 
meeting, which ultimately 
failed in its effort to proride 
a cash lifeboat for the mer- 
chant bank, and find an 
investor to take on responsi- 
bility for loss-making deriva- 
tives positions, this one 
worked. The consequences of 
allowing LTCM to go down 
were ultimately too frighten- 
ing. 

Sitting round the table at 
the Fed were the best known 
and most powerful people on 
Wall Street Apart from Mr 
Komansky and Mr Warner. 
Jon Corzine, joint chief exec- 
utive of Goldman Sachs, and 
Sandy Weill, chairman of 
Travelers Group, the parent 
group of Salomon Smith Bar- 
ney. were also there. 

The atmosphere in the 

room was businesslike, but 
tense. “Nothing like LTCM 
Capital has been unwound 
before," says one person 
close to the hedge fund. 




“Many of the banks realised 
that if we went through a 
forced unwind of our deriva- 
tives positions, they might 
be taken down with us" 

Such a threat was unimag- 
inable only four years ago. 
when Mr Meriwether set up 
his fund in the leafy subur- 
ban town of Greenwich. Con- 
necticut. In more ways than 
one, it was an escape from 
Mr Meriwether’s roots on 
Wall Street, where he was a 
vice-chairman of Salomon 
Brothers until 1991. 

By the time of his depar- 
ture in the wake of a scandal 
over the rigging of the US 
Treasury auction by a Salo- 
mon trader. Mr Meriwether 
had become virtually a leg- 
end on Wall Street. He had 
pioneered a movement 
towards Wall Street firms 
trading with their own capi- 
tal, using mathematical tech- 
niques. 

When be formed his own 
firm - known on Wall Street 
as “Salomon North" because 
of its offices on the water- 
front at Greenwich - Mr 
Meriwether not only took 
with him such star Salomon 
traders as Lawrence Hili- 
brand and Eric Rosenfeld, 
but recruited top-flight aca- 
demics to carry out mathe- 
matical analysis. 

Several of the the partners 
taught or were trained at the 
Massachusetts Institute of 
Technology: several others 
were at Harvard Business 
School. The most luminous 
of the bunch were Robert 
Merton and Myron Scholes. 
who won the 1997 Nobel 
Prize for economics for their 
pioneering work on option 
pricing. 

F rom the start of its 
trading in Greenwich, 
LTCM marked itself 
out as different from other 
hedge funds. Investors had 
to put in a minimum SlOm 
for three years without 
being able to withdraw their 
capital during that time. 
They were told very little 
about what would be done 
with it 

Although Mr Meriwether 
wrote periodic letters to 
investors outlining broad 
investment strategies, the 
detail was kept deliberately 
vague. Yet many private 
individuals and financial 
institutions flocked to place 
their money with LTCM. 
convinced by its extipordi- 
nary array of talent and 
experience.' 

These investors included 
not only millionaires drawn 
into the fund through the 
private banking arms of 
investment banks such as 
Merrill Lynch, but an array 
of state entities called “stra- 
tegic investors”. There were 
rumours that these included 
Asian financial authorities. 

For a time, they were well- 
rewarded. An analysis of 
LTCM’s investing record by 
Institutional Investor maga- 
zine in November 1996 found 
that Long-Term achieved an 
annualised 48.3 per cent 
return to investors in its 
first 31 months of operation. 
Its returns were unusually 
stable for a leveraged hedge 
fund. 

LTCM achieved these 
returns through a series of 
investments that were of baf- 
fling complexity to an out- 
sider. Using mathematical 
techniques pioneered by 
developers of option pricing 
theory Including Scholes and 
Merton, it searched for small 
valuation anomalies in 
financial markets. 

At Salomon Brothers. Mr 
Meriwether had used these 
techniques to arbitrage 
between the value of Japa- 
nese shares and convertible 
bonds and warrants in the 
early 1990s. 

Convertible bonds issued 
by companies should have a 
precise relationship to the 
value of their shares because 
the bonds are convertible 
into equities. 

However, the value would 
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often drift out of line, and 
investment banks and hedge 
funds could make a profit by 
buying the instrument that 
was too cheap and going 
short of the one that was too 
expensive. They could only 
do this when they possessed 
the computer models to ana- 
lyse price relationships. 

LTCM built on this sort of 
relatively simple trade to bet 
on highly complex discrep- 
ancies in valuation. Using 
computer models, it could 
build portfolios of bonds and 
derivatives in which some 
types of risk were hedged - 
balanced out with other 
instruments - while others 
remained. 

Most of LTCM’s exposure 
was to markets in the US. 
Europe and Japan rather 
than in emerging markets. 
Its most common type of 
trading position was on 
so-called “credit spreads”. 
This was a bet on an 
improvement or deteriora- 
tion In the credit rating of 
an instrument such as an 
Italian government bond. 

It might take a short posi- 
tion - in effect selling a 
security it did not own in 
the expectation of buying it 
later at a lower price - 
through the derivatives mar- 
kets. The fund would at the 
same time take a b ala n cin g 
long position in US Treasury 
bonds or mortgage-backed 
bonds to hedge itself against 
market movements. 

These are called credit 
spreads because the fund 
would be betting that the 
value of the securities it 
owned would rise, whereas 
the value of the shorted 
securities would fall, or at 
least stay the same. The 
spread - or gap in valuation 
- between the two securities 
would widen, bringing 
LTCM a profit. 

In Europe many of its bets 
were on spreads narrowing 
between different types of 
European government bonds 
in the lead-up to European 
monetary union, and in 
effect were a bet on the suc- 
cessful launch of Emu. Trad- 
ers say it profited hugely by 
taking positions on the Ital- 
ian government bond spread, 
which narrowed dramatic- 
ally against German govern- 
ment bonds. 

It was also long on Danish 
mortgage rates and short on 
German government bonds, 
and took a large long posi- 
tion on Greek government 
bonds after that country 
joined the exchange rate 
mechanism in May. This was 
made in the expectation that 


bond yields would foil as the 
credit spread narrowed with 
other instruments. 

During a bull market, 
which both the US and 
Europe enjoyed until 
recently, most of these 
trades bore fruit because 
credit spreads tended to nar- 
row. As a result, LTCM 
became very profitable. It 
was making such high 
returns that its capital was 
increased by the inflow of 
cash to about $7bn last year. 

Mr Meriwether was forced 
to take action to prevent it 
becoming a victim of its own 
success. He returned $2.7bn 
to investors to stop the 
returns felling as a result of 
having too much capital, 
leaving the partners with a 
higher proportion of its capi- 
tal and making LTCM an 
even more exclusive club. 

But this ail changed 
abruptly this summer when 


mattered so much had it not 
been for its use of deriva- 
tives. Investors that buy 
futures and options through 
exchanges or banks have to 
post cash daily to cover any 
paper losses. These “margin 
calls” protect exchanges 
from the risk of default. 

As prices went awry, 
LTCM was forced to liqui- 
date other assets in order to 
raise money for margin 
calls. The effect was devas- 
tating. 

. In a letter to investors on 
September 2, Mr Meriwether 
confessed that the fund had 
lost 44 per cent of its net 
asset value in August alone, 
and was now down to $2Jbn 
of capital. 

“LTCM had a one-way bet 
on credit spreads continuing 
to improve,” says Mark 
Turner, managing director of 
Schooner Asset Management 
in Boston. “This was naive 


Wall Street. Not only were 
many Salomon people 
keenly interested in the fete 
of former colleagues, 
but regulators were becom- 
ing concerned about the 
risks. 

As cash continued to flow 
out of the fund, depleting tts 
capital day by day. Mr Meri- 
wether and other executives 
at LTCM briefed securities 
regulators, including the 
Federal Reserve. They also 
started visiting Wall Street 
Anns to see_ whether.. -they 
coufo 'persuaded 3hem' to 
make frfesh investments in 
the fund. 

“Many appeared inter- 
ested. and many at the fund 
were optimistic," says one 
person dose to the ftmd. But 
as investment and commer- 
cial banks started to find 
and disclose their losses 
from the worsening market 
environment “most of them 


One banker said: ‘Has this guy ; 
got any shame? He brings us ail to the 
brink with his black box nonsense and 
then has the balls to say we did it to 
keep him in work. That guy is toast’ 


the Russian government 
defaulted on its debts in 
August Although LTCM is 
not tbougbt to have been 
heavily exposed to Russian 
bonds - in proportion to its 
capital - credit spreads in all 
markets widened suddenly 
as investors poured money 
into safe instruments. 

As a result, the spread of 
Italian government bonds 
over German government 
bonds widened dramatically. 
The same applied to US 
mortgage-backed bonds 
vis-i-vis US Treasury bonds, 
and almost every other of 
the huge trading positions 
that traders say that LTCM 
has taken during this year. 

These effects were exacer- 
bated by the huge degree of 
leverage that the hedge fund 
had taken on. its capital 
base of ?4bn after returning 
capital to shareholders bad 
been leveraged through bor- 
rowings and the use of deriv- 
atives to much higher levels. 
Some estimates put LTCM’s 
peak exposure at more than 
SlOObn. 

The foil in value of its 
positions would not have 


to say the least, and it was 
naive of its creditors to act 
as counterparties to the 
deals. The market always 
takes a turn down sooner or 
later." 

Despite the losses of 
August, partners of the firm 
remained convinced they 
would eventually be proved 
right. If they could obtain 
enough cash in the short 
term to meet margin calls 
and see off the immediate 
turmoil, they believed their 
portfolio of financial instru- 
ments would rise again in 
value. 

“The firm had secure fin- 
ancing in place and as long 
as we could keep going, we 
knew that our positions 
would prove profitable," one 
person at the fund says. It 
began to sell out of its non- 
core positions to raise cash, 
but it continued to sit on the 
large positions it had built 
up in European government 
bonds. 

After Mr Meriwether wrote 
to LTCM’s investors in early 
September, the plight of the 
fund became one of the main 
topics of conversation on 


decided they were better off 
circling their own tents.” the 
person adds. 

Talks continued, and were 
now being co-ordinated by 
the Fed. which was becom- 
ing Increasingly concerned 
about the impact a liquida- 
tion of LTCM could have on 
the banks it regulates. 

In Greenwich, the mood 
was growing increasingly 
sombre as it became clear 
that there might be no help 
at hand. 

By Tuesday, the situation 
had become more urgent. 
Although LTCM drew some 
cash from Chase Manhattan 
Bank that day, it was clear 
that it would be unable to 
meet margin calls for much 
longer. The Fed, concerned 
at damage to the financial 
system that might result 
from liquidation, stepped In. 

Some firms say the move 
was prompted by the 
increasing discomfort of 
Bear Stearns, the Investment 
bank that acted as clearing 
agent for LTCM. While the 
Fed has no authority over 
hedge funds, it was con- 
cerned that the forced 




unwinding of LTCM’s huge 
positions could have brought 
down another institution. 

Until Wednesday morning, 
there were some alterna- 
tives. A morning meeting of 
banks was put on hold after 
Goldman Sachs decided to 
pursue the possibility of an 
investment by Warren Buf- 
fett. the legendary US inves- 
tor. who is close to John 
Meriwether. 

Maurice “Hank” Green- 
berg. of American Interna- 
tional Group, is thought to 
have been part of another 
possible plan, and other 
investors, including Zurich 
Group, were sounded out by 
investment banks. In addi- 
tion, an approach was made 
to George Soros, the hedge 
fund ma n ager. 

When the banks, the Fed 
and the fund reconvened at 
around 1pm that day, it was 
with a renewed sense of 
urgency. Among the key 
players in the discussions 
was Herb Allison, president 
and chief operating officer of 
Merrill Lynch, who drew up 
and presented the final res- 
cue plan to bankers. 

“By that time, nearly all of 
us realised that this was a 
deal that just had to be 
done.” one person who was 
at the meeting says. After 
several hours, an agreement 
was struck among 15 finan- 
cial institutions. The larger 
ones - such as Goldman and 
Merrill - would contribute 
$300m each, with smaller 
ones making up the rest 

In return for rescuing the 
fund in this way, the consor- 
tium gains management con- 
trol of the fund, and 90 per 
cent of its portfolio. Some of 
the banks still hope they win 
recoup their fall investment 
in the hedge fund, but what- 
ever now happens, there is 
already soul-searching on 
Wall Street 

“When we extend credit to 
these types of funds, [we 
need to be I much more disci- 
plined in requiring disclo- 
sure of how much exposure 
they have," says one senior 
banker. Historically, they 
have been unwilling to pro- 
vide the information, and 
investment banks allowed 
them to retain a veil of 
secrecy. 

They were enticed by the 
opportunity of lucrative 
business with hedge ftwds. 
which trade frequently and 
in large size, and often pay 
relatively high commissions 
for their trades, compared 
with other investors. “Hedge 
funds were a Wail Street 
dream, but the dream has 


turned into a a nightmare,” 
says one banker. 

However, Wall Street exec- 
utives are sceptical about 
whether more regulation of 
hedge funds will result from 
the debacle - not least 
because there are turf wars 
in the US and internation- 
ally between regulators of 
securities firms and commer- 
cial banks over who should 
take charge of the issue. 

A few of the Wall Street 
firms are also likely to take 
a hard look at the way they 
run their own operations. 
The large investment banks 
turned more and more 
towards proprietary trading 
using their own capital dur- 
ing the early 1990s. to make 
up for shrinking margins on 
customer business. 

Yet many senior execu- 
tives are now likely to ask 
themselves if they are taking 
similar risks to LTCM Capi- 
tal, with even less chance of 
being able to control their 
mathematical whiz-kids on 
the trading Door. Salomon, 
now part of Travelers Group, 
recently announced plans to 
shut down its US bond arbi- 
trage unit 

I t is less clear that Mr 
Meriwether has drawn 
similarly sobering con- 
clusions from the debacle. 
On Wednesday night, the 
statement announcing the 
rescue package included a 
statement from Mr Meri- 
wether thanking the bank- 
ing consortium that had 
saved him “for enabling us 
to be active in the market- 
place". 

Displaying the inner belief 
that kept them from liqui- 
dating their positions more 
quickly after the August 
losses, the firm looks like it 
will be back trying to raise 
new money from investors. 
“We are going to make some 
serious money going for- 
ward." one executive close to 
the fund said yesterday. 

That attitude may not cut 
much ice on Wall Street, 
“Has this guy got any 
shame?" one banker said 
yesterday. “He brings us all 
to the brink with his black . 
box nonsense and then has 
the balls to say we did it to 
keep him in work. That guy 
is toast." 


Reporting by Tracy Corrigan 
and William Lewis m New 
York, and Christopher 
Braum-Humes, John Gapper, 
Clay Harris and Edward 
Luce in London. 
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COMPANIES & FINANCE: ASIA-PACIFIC 


AIRLINES _JAPANESEJaROUPS CUT COSTS 


ANA, JAS 
accelerate 


revamp plans 


By Alexandra Kanwy la Tokyo 


Two of Japan's largest 
airlines yesterday acceler- 
ated restructuring plans 
launched earlier this year 
amid Increased competition 
and a turbulent outlook. 

All Nippon Airways 
(ANA). Japan's second larg- 
est carrier, sold two of its 
fully owned hotels in the OS 
to Lowe Enterprises, the US 
property company for $270m. 
while Japan Air System 
(JAS). the number three, cut 
executive and administrative 
salaries and stepped up its 
plan to eliminate 500 jobs. 

ANA said it hoped to gain 
Y5bn (S37m) from the hotels 
sale, which would be finali- 
sed by the end of the mouth. 
Management win be trans- 
ferred from ANA Enterprises 
USA. a majority-owned ANA 
affiliate, to Destination Hotel 
and Resorts, the US group. 

The group said it had no 
plans to sell its wholly 
owned hotels in Vienna or 
Sydney, or any of the 12 
hotels and resorts ft man- 
ages in Asia. 

The sale is part of a fire- 
year restructuring drive to 
cut costs and shed unprofita- 
ble assets. It marks the larg- 
est property sale in terms 


of price In ANA’s history. 

Last year, the airline bad 
net losses of Y2.?bn against 
earnings of Y3.9bu a year 
earlier. 

ANA'S cost-cutting plan 
has been stymied by a pilots' 
union strike that cost it an 
estimated Y3.8bn. The dis- 
pute. which began in 1996. is 
still unresolved. 

Meanwhile. JAS said yes- 
terday it aimed to reduce' 
expenses by a further Ylbn 
by the end of this year, 
mainly by lowering execu- 
tive salaries 30 per cent and 
administrative payrolls 10 
per cent from October. This 
almost doubles the salary 
cots announced in March. 

The airline, which has also 
had difficulties in talks with 
its workers’ union, recorded 
losses of YlBbn on Y358.6bn 
turnover last year. 

Deregulation, declining 
passenger volumes and 
increased price competition 
from SbymaTk, the indus- 
try's first new entrant in 35 
years, have squeezed Japan’s 
three established carriers - 
ANA. JAS and Japan Air- 
lines. . 

ANA expects another year 
of losses, although JAS and 
JAL expect to be in the 
black this term. 


DoCoMo price 
range confirmed 


By Paul Abrahams to Tokyo 


NTT DoCoMo, the Japanese 
mobile telecommunications 
group, yesterday confirmed 
tha t the price range of its 
share issue would almost 
certainly make it the world's 
largest ever Initial public 
offering. 

The indicative range for 
each DoCoMo share is 
Y3.3m-Y4.3m <*24.265- 

$31,618). valuing the issue at 
$13JIbfr«l7.2bn. 

After the issue, DoCoMo is 
expected to become Japan's 
third largest company by 
market capitalisation after 
NTT and Toyota, with a 
value of between $46.5bn and 
$6?.6bn. The stock will 
account for about 3 per cent 
of the Topix Index of all 
first-issue shares on the 
Tokyo stock exchange. 

The range was wider than 
expected - 26 per cent - to 
reflect the volatile condi- 
tions in international mar- 
kets. A number of recent 
share issues have been pul- 
led, such as Uni Credito, a 


$5bn offering in Italy, and 
others have been postponed 
until markets recover. 

Strong demand in pre-mar- 
keting helped push the range 
towards the higher end of 
expectations. 

The company’s earnings 
before interest, taxes, depre- 
ciation and amortisation 
have expanded at a com- 
pound annual rate of 40 per 
cent over the past three 
years. 

The roadshow programme 
begins today in Tokyo. Two 
teams of executives, led by 
Kouji Ohboshi. chairman, 
and Keiji Tachikawa, presi- 
dent, will take a two-week 
tour of European and Ameri- 
can financial centres. 

European and American 
retail investors will need to 
be private clients of Gold- 
man Sachs or apply for 
shares through Japanese 
brokers. 

The joint global coordina- 
tors are Nikko Securities 
and Goldman Sachs. The 
book-building room is at 
Goldman Sachs' in Tokyo. 


NEWS DIGEST 


CARMAKERS 

Daihatsu, Nichimen lift 
stake in Astra venture 

Daihatsu Motor and Nichimen yesterday doubled their 
stakes In a car production joint venture with debt-ridden 
Astra International of Indonesia by pledging to inject 
Rp450bn ($40bn). Daihatsu raised its stake to 40 per cent 
and Nichimen to 10 per cent, leaving Astra with 50 per 
cent 

The two partners signed a memorandum of understand- 
ing to inject the cash into Astra, which owes more than 
$2 bn to foreign banks and has stopped paying principal to 
protect its financial base. Sales of all Astra models have 
collapsed, with only 633 Feroza, Taft and comparable Dai- 
hatsu models sold in August, compared with 3,888 In the 
same month last year. 

Rinl Soewandi, Astra president director, said earlier this 
month that Insistence on majority stakes In joint ventures 
had landed the company with too much debt. 

Astra plans to submit a debt rescheduling proposal to Its 
creditors by October and has invited Isuzu and Honda to 
increase their stakes In joint ventures. 

Sander Thoenes, Jakarta 


RANKING 

Krung Thai to raise Bt185bn 

Thailand's state-controHed Krung Thai Bank is sat to raise 
Bt185bn (S4.6bn) with an Issue of new shares, about 
Bt 55 bn more than expected. The Issue is expected to be 
mostly. If not all. In the form of a debt-for-equity swap with 
the central bank, which recently forced Krung Thai to 
absorb two ailing tenders - First Bangkok City Bank and 
the Bangkok Metropolitan Bank. The state, which already 
owns 70 per cart of Krung Thai, will end up with all but a 
small fraction of the equfty. 

The size of the recapitalisation underlined the Thai bank- 
ing industry's need for fresh capital, said analysts. Local 
tenders have been severely hit by a rising tide of defaulting 
borrowers in an economy expected to contract by 7 per 
cent In GDP terms this year. Observers talk of the need for 
$30bn-$40bn in fresh capital. Krung Thai said foe Issue 
would raise Krung Thai’s registered capital from Bt34.B5bn 
to Bt219.5bn. 

“It reduces the systemic risk, but existing shareholders 
get take a real thumping, The dilution Is pretty massive,* 
said Andrew Maule at ABN Amro Asia Securities. 

WHBam Bernes, Bangkok 

Comments and press releases about international 
companies coverage car be sent by e-mail to 
intemattonal.GompaniesWLGom 


Fruitful outlook for 
HK’s Dairy Farm 

The retailing group looks set to survive the 
Asian crisis, writes Louise Lucas 


Going against the herd 
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In any case, the first call Wellcome supermarkets to 
expand the range and qual- 


D airy Farm has a history 
of going against the 
flow, bringing milk to 
the supposedly lactose-intol- 
erant Chinese in 1886 and, 
more recently, producing 
puny returns for investors 
when Asian stocks were 
rocketing. 

The Hong Kong-based 
retailer, which is part of the 
Jardine group, is still mov- 
ing against the herd - this 
time to the relief of its share- 
holders. 

While the recently con- 
cluded interim reporting sea- 
son in Bong Kong was one of 
big write-offs, shrinking 
profits and even losses. 
Dairy Farm more than dou- 
bled net profits and declared 
itself on the acquisition trail. 

it is not, however, a 
renaissance: with recession 
deepening and unemploy- 
ment rising, management 
sees tough times ahead. 

“In the early stages, we 
have been picking the low- 
hanging fruit and it's going 
to get tougher rather than 
easier, particularly because 
of the economic conditions. 
Every one of our markets is 


troubled; that represents 
another challenge, H says 
Ronald Floto, chief execu- 
tive. 

The "low-banging fruit" 
refers to the disposal of 
European interests: Simago, 
the Spanish supermarket 
chain, and SamerfieMJKwtk 
Save of the UK. It also 
includes drives for greater 
efficiency: a 540m central 
food processing centre in 
Hong Kong, and centralised 
sourcing and logistics far the 

four retail arms. 

Still on the agenda are 
improving operating mar- 
gins in Australia, teasing 
profits out of China, refor- 
matting stores and achieving 
greater productivity in Hong 
Kong. It will also explore 
untapped countries such as 
Thailand, the Philippines 
and Korea. 

But Mr Floto does not boy 
into the “conventional wis- 
dom" that the Asian land- 
scape Is Uttered with bar- 
gains. He is not alone: 
analysts point to the mas- 
sive premium paid this year 
by Tesco of the UK for Lotus 
of Thailand. 


on Dairy Farm s US$43lm 
net cash pile is investment 
In existing businesses. After 
that, it will consider under- 
performing businesses ft 
believes can be turned 
round. 

Internal investment to 
date focuses on the central 
food processing centre in 
Hong Kong, which is due to 
open next month, and expan- 
sion o£ Manning s and Seven 
Eleven, its drugstore and 
convenience shop chains. 
Both increased profits in the 
first six months of the year. 

The food processing cen- 
tre, which will allow the 


ity of fresh, chined and fro- 
zen foods, marks a sea- 
change, being Dairy Farm's 
first big non-store invest- 
ment. But it is hardly pio- 
neering. 

Just as Franklins of Aus- 
tralia lagged behind its 
rivals in the fresh foods 
department, so Wellcome 
has lagged behind Hong 
Kong. For Wellcome, the 
oversight has been less 
costly, the local supermarket 
business Is a forgiving one, 
with just two main chains 
carving up the market 
between them. 


Analysts see little change 
to the duopoly in future: 
supermarkets are a location- 
driven business and both 
Wellcome and its rival 
Park’N'Shop benefit from 
having big property develop- 
ers as stnblemates. 

This environment has 
allowed Dairy Farm to scoop 
margins estimated at over 5 
per cent, which has deflected 
attention from productivity. 
That will change as Hong 
Kong enters an era of mini- 
mal inflation. 

Beyond Hong Kong. Indon- 
esia - Dairy Farm’s first 
foray beyond greater China 
and Australasia - looks 


ill-fated. Three months after 
it paid US$36.4m for a 32 per 
cent stake in Hero Group, 
stores were torched and 
looted as mayhem spilt onto 
the streets. Seven stores are 
now shuttered. 

Mr Floto describes Hero as 
"a first-class company with 
dominant market share in a 
market that's a shambles 
right now". Customers are 
eagerly buying whatever 
Hero can stock: the problem, 
he says, is filling the 
shelves: manufacturers, 
laced with rapidly rising 
costs, are reluctant to com- 
mit much in advance. 

But as a small slice of 
Daily Farm - it accounts for 
less than 3 per cent of assets 
employed - Hero Is less of 
an issue than Franklins, 
where margins are a slim 1 
per cent, compared with the 
3 per cent plus creamed by 
Its main rivals. 

Franklins is not only a lag- 
gard in Australia, it also 
massively underperforms its 
Asian stab k- mates. While it 
accounts for 45 per cent of 
Dairy Farm's sales, tt con- 
tributes just 13 per cent of 
pre-interest profit. In Asia, 
by contrast, the retailing fig- 
ures are 40.6 per cent of sales 
and 45 per cent profit. 

The supremacy uf Asia in 
Dairy Farm's pared-down 
portfolio suggests that Mr 
Floto’s high-hanging fruit 
will prove j lough harvest 
and a true test of manage- 
ment’s mettle. 
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COMPANIES & FINANCE: EUROPE 


BANKING REDUNDANCIES REPRESENT BIGGEST CUTBACK BY A EUROPEAN BANK SINCE ECONOMIC TURMOIL BEGAN 

Santander cuts 300 investment jobs globally 


By Tom Baras In Madrid, 

Qay Harris in London and 
Louisa Lucas in Hong Kong 

Spain's Grupo Santander 
yesterday cut 300 investment 
banking jobs in Asia, New 
York and London, the big- 
gest reduction by a Euro- 
pean bank during the cur- 
rent spell of market turmoil, 

Santander Investment its 
investment banking arm. 
will now "focus its resources 
on southern Europe and 
Latin America". 

The most dramatic 
withdrawal is from Asian 


equities, a business it 
entered only seven months 
ago with the purchase of 
parts of Peregrine, the 
Hong Kong investment bank 
which failed at the end of 
1997. 

Santander said there was 
"zero embarrassment" about 
its change of course, consid- 
ering market conditions. 
“The [Asian equityj market 
is just dead," it said. “There 
is nothing going on. What 
six months ago looked like 
an Interesting experiment 
now doesn't look like a rea- 
sonable business for us." 


It added: “We took an 
opportunistic decision with 
Peregrine to enter a niche 
market, and neither the 
opportunity nor the niche 
exist at this point in time. 
We have taken a fast and 
efficient decision to concen- 
trate on areas where we 
have a competitive advan- 
tage." 

In addition to the 110 jobs 
eliminated in Asia. 130 will 
go in New York and about 60 
in London, with equities 
bearing the brunt in both 
centres. 

The fixed Income side also 


suffered casualties although 
a presence will be kept in all 
three regions. Asian corpo- 
rate finance also remains in 
place, and some strategists 
and macro economists have 
held on to their jobs. 

In Hong Kong, where the 
bulk of the Asian jobs were 
lost, the bank said: “We stiJJ 
remain committed to Asia, 
because we plan to 
strengthen commercial 
banking activities here." 

Investment banks' com- 
mitment to Asia is. however, 
beginning to ring increas- 
ingly hollow as market turn- 


over remains weak and cor- 
porate finance activity offers 
slim pickings. With losses 
sustained from other emerg- 
ing markets, including Rus- 
sia. the pressure to cut costs 
is growing. 

In Hong Kong, a second 
big wave of job cuts since 
the Asian financial crisis 
began in July last year is 
only just beginning to get 
under way. Last week, both 
Warburg Dillon Read and 
Nikko Securities (Hong 
Kong) announced reduc- 
tions. 

Santander branched out well 


beyond the reach of other 
Spanish institutions when it 
paid about S6.3m for Pere- 
grine's London, New York 
and Singapore offices as 
well as staff in Hong Kong. 
It also assumed some liabili- 
ties. taking the total value 
of the deal to about Siom. 

The move into Asia was an 
ambitious effort to establish 
an international equities dis- 
tribution network to draw 
on the emerging market 
experience Santander had 
gained in Latin America 
where it has extensive bank- 
ing assets. 


Telecom Italia holds 
talks on new strategy 


By Janies BHtz in Rome 


Telecom Italia, the troubled 
telecommunications group, 
will today hold a critical 
board meeting in Rome at 
which it hopes to agree a 
new industrial strategy to 
tackle mounting domestic 
competition. 

After a year of constant 
upheaval involving the man- 
agement and strategy of the 
company. Gian Maria Ros- 
signolo, chairman, is hoping 
that new plans can be 
approved to end severe 
attacks on his leadership. 

Today's meeting, which 
will also approve the group's 
results for the first six 
months of this year, is 
unlikely to see another man- 
agement overhaul 

There has been pressure 
on Mr Rossignolo in recent 
months to give up his pow- 
ers to a newly created chief 
executive, but senior figures 
at the group say the issue 


will not be debated today. 

Instead, the chairman's 
future appears to depend on 
whether today's board can 
come up with a credible 
strategy touching on Tele- 
com Italia’s international 
alliances and ambitions for 
technology development. 

“This is not going to be a 
board that rubber-stamps 
the plan," said one senior 
figure in the group. “A 
debate will take place and 
will end with some signifi- 
cant decisions being made 
about the company's 
future.” 

The absence of a credible 
industrial strategy was 
strongly attacked by institu- 
tional shareholders earlier 
this year. A strategy Is 
essential, because one of the 
group’s main generators of 
revenue - mobile telephony 
- is certain to face intense 
competition now the market 
is gradually being 
liberalised. 


Today’s discussion will 
focus on relations with the 
UK’s Cable and Wireless. 
Rumours of a possible pur- 
chase of C&W by the Italian 
group are now deemed to be 
off the agenda. 

Instead, the board must 
decide how to structure a 
new operating company with 
C&W that would create the 
biggest global network after 
AT&T of the US. “We need 
to decide on what the struc- 
ture of the company should 
be and who runs it,” said a 
senior figure at Telecom 
Italia. 

The group’s technological 
ambitions also seem likely to 
be an important part of the 
strategy document. The 
group hopes to be a big pro- 
vider of customised internet 
services to small and medi- 
um-size business around the 
globe. 

The board is likely to 
approve a decision to resur- 
rect the “Socrates” project to 



Gian Maria Rossignolo: Doping for an end to attacks 


lay fibre-optic cable in Italy, 
although only to areas 
where there is an assured 
return on investment. 

The board also looks set to 
resurrect plans for a city 
phone project called Dect, on 
which it has already spent 
LSOObn (3430m). 

Finally, it will try to 
resolve outstanding prob- 
lems related to a bid by 
Rupert Murdoch to acquire a 
stake in Telecom Italia’s 


multimedia subsidiary. 
Stream, which is expected to 
become a vehicle for a 
pay-TV platform broadcast- 
ing Italian football.. 

The bid is strongly wel- 
comed by the Italian tele- 
communications group, but 
bas been resisted by RAL 
the Italian state TV network 
which also has a stake in 
Str eam. 
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Deutsche Bank buys 4.5% of BCI 


By Paul Betts in Milan 
and Tony Baber In Frankfurt 


Deutsche Bank. Germany’s 
largest, said yesterday it had 
bought a 4.5 per cent stake 
for L700bn (S420mj in Banca 
Commerdale I tab ana (BCI), 
the Milan commercial bank 
traditionally linked with the 
influential financial network 
of Mediobanca and Assi- 
curazioni Generali. 

The surprise move by the 
German bank coincides with 
manoeuvres by Mediobanca, 
the secretive Milan 
investment bank, to revive a 
proposed merger between 


BCI and Banca di Roma. 

It is also further evidence 
of the growing interest of 
German banks and insur- 
ance companies in the fast- 
consolidating Italian bank- 
ing industry. 

Deutsche Bank last night 
said it bad bought the 4.5 per 
cent stake on the open mar- 
ket and from institutions 
because of BCI’s “strong 
growth potential in one of 
the most dynamic European 
markets". 

The acquisition makes 
Deutsche Bank the largest 
single shareholder in BCI 
after Generali, which has 5 


per cent. Commerzbank, 
another German bank, owns 
a 3 per cent stake in BCI 
while Paribas, the French 
banking group, owns a 4 per 
cent stake. BCI in turn owns 
an 6 per cent stake in Medio- 
banca. 

The acquisition will 
strengthen Deutsche Bank's 
already extensive presence 
in Italy, where it is the only 
foreign bank with a substan- 
tial retail network. 

The German hank 
acquired Banca d ‘America e 
d'ltalia in 1986 and Banca 
Popolare di Lecco in 1993. It 
has 260 brandies in Italy and 


employs 4JJ00. 

The German bank is also a 
core shareholder of Fiat and 
a member of the automotive 
group’s shareholding syndi- 
cate. 

The Deutsche Bank mdve 
was seen by banking 
analysts as adding a new 
dimension to manoeuvres 
over the fixture of BCL Luigi 
Fausti, BCI chairman, has 
resisted attempts by 
Mediobanca and the 
investment bank's allies to 
force BCI into a merger with 
Banca di Roma. 

Mr Fausti instead favours 
increasing BCI’s presence in 


the richer north part of the 
country through mergers or 
acquisitions. Paribas has 
also opposed a BCI merger 
with Banca di Roma. 

In the past few days 
there have been reports that 
BCI was considering team- 
ing up with the recently 
combined Isdtuto San Paolo 
di Torino and IMI hanking 
group. 

Rainer Masera. chief 
executive of San Paolo-IML 
Italy's largest banking 
group, said yesterday his 
group was “open” to a 
hypothetical merger with 
BCL 


Asian crisis blamed for 
sales decline at LVMH 


By Robert Graham In Paris 

LVMH. the French luxury 
gpods group, yesterday 
reported a 6.4 per cent fall in 
first-half profits, to 
FFrt.4Sbn (3262m). largely 
because of the impact of 
Asian turmoil on DFS, its 
duty free operations. 

Though the drop in perfor- 
mance had been expected by 
analysts, the shares fell 
almost 5.2 per cent to FFr829 
in a slack Paris bourse. 

For the year as a whole, 
the group reiterated its July 
warnings, when first half 
turnover was revealed down 
5 per cent at FFrs20.4bn. 
against FFr21.6bn in 1997. 
However, yesterday LVMH 
was more explicit, saying: 
“The group expects to post a 
decline in profitability for 
1998 as a whole.” 

DFS. which LVMH bought 
at the end of 1996. has 
operations concentrated in 


non-Japan Asia and the 
Pacific. It suffered an operat- 
ing loss of FFr236m- Apart 
from the decline in Asian 
tourism, leading to a 30 per 
cent drop in DFS sales, the 
duty tree shop©' performance 
was also affected by the 
depreciation of the yen 
against the dollar. 

The Asian region, includ- 
ing Japan, accounts for 40 
per cent of turnover. The 
company noted: “Though 
sales volume in Japan 
remains satisfactory, the 
economic situation in Asia 
was affected by the decline 
in the value of the yen." It 
went on to underline that 
new sources of uncertainty 
had emerged - notably In 
Russia and Latin America. 

However LVMH, whose 
product lines include fashion 
goods, brand-leading Louts 
Vuitton luggage, perfumes 
and fragrances, champagnes 
and spirits, sought to strike 


a positive note. The group 
emphasised its aggressive 
strategy to offset the Asian- 
led slowdown. 

This involved the launch 
of new perfume lines, devel- 
opment of already successful 
ready-to-wear clothing lines, 
and new store openings. The 
group also reiterated its con- 
fidence in the long-term 
growth In demand for LVMH 
products. 

Income from wines and 
spirits rose 24 per cent, with 
the sharpest jump In cham- 
pagnes and wines from 
FFr335m to FFr567m. Fash- 
ion and leather goods, which 
account lor a quarter of 
sales, saw income virtually 
unchanged at FFr2.2bn. 
Rationalisation in the fra- 
grances and cosmetics sector 
helped raise income to 
FFrlism from FFr48m- 

The group is proposing an 
Interim dividend of FFr€J30 a 
share. 


Gucci falls 9% 
in first half 


By Paul Betts 


Gucci, the Italian luxury 
goods group quoted on the 
New York and Amsterdam 
stock exchanges, yesterday 
reported a 9 per cent decline 
in first-half net profits, to 
582.15m on a 2 per cent rise 
in revenues to S4S7.6m. 

Domenico De Sole, Gucci 
chief executive, said he was 
satisfied with the company's 
performance in the face of 
difficult international trad- 
ing conditions. 

Net income in the second 
quarter fell 7.6 per cent to 
S39m on a 5.9 per cent 
increase In revenues to 
S237m. 

“We are very pleased with 
our strong financial perfor- 
mance during the second 
quarter," Mr De Sole said, 
adding the results reflected 
the continuing strength of 
the Gucci brand. 

“During the quarter, we 


benefited from our strategy 
to Increase local business, 
particularly in key European 
markets and Japan.” 

The company’s store 
expansion programme 
remained on target and Mr 
De Sole said the strategy 
was to pursue property 
opportunities in markets 
that had suff erred from the 
economic turmoil in Asia, 
including Hong Kong. 
Hawaii and Japan. 

Gucci has been at the 
centre of intense takeover 
speculation since Frada, the 
Italian fashion house, 
acquired a 9.5 per cent 
stake. 

However, Prada has not 
increased its stake in Gucci 
since June. 

Gucci said yesterday it 
had repurchased 643,500 of 
Its shares in the second 
quarter and held in treasury 
about 2.3m shares at the end 
of July. 


Yukos to 
lose 30% 
of shares 
to banks 

By Arkady Ostrovsky in Moscow 

Yukos. one of Russia’s 
largest oil companies, is 
looking to restructure the 
terms of the deal under 
which it has lost about 30 
per cent of its shares to for- 
eign banks. 

Yukos's shares were 
pledged as collateral for a 
loan from foreign banks to 
Menatep. which is part of 
the same financial and 
industrial group as Yukos. 

Western credit agencies 
suggested that Menatep, like 
many other Russian banks 
which have been hit by the 
government's default on 
short-term debt and the 
devaluation of the rouble, 
was unable to pay its debts. 
As a result, foreign banks 
ended up with a 30 per cent 
stake in Yukos. 

Mikhail Khodorkovsky, 
the head of Yukos and the 
founder of Menatep. admit- 
ted yesterday he had lost his 
legal right to the shares. 
However, he has asked the 
foreign banks to “consult” 
with Yukos over the fate of 
the 30 per cent stake. 

Under Russian law, any 
stake above 25 per cent gives 
the holder a blocking power 
and representation on the 
board. 

Thfibretfcairy, the foreign 
bankers, can tomorrow 
Haim these shares, but all I 
am- asking is that they talk 
to me and consider the inter- 
ests of the company.” 

A pre-devaluation report 
by Brunswick Warburg, the 
Moscow-based broker, says 
that last year Yukos 
incurred pre-tax losses of 
$374m C5l42m on comparable 
exchange rates). Losses for 
this year were estimated at 
8391m. 

• imatran Voima (IVO), the 
power generation arm of 
Fortum, the state-owned 
Finnish energy group, is to 
form a joint venture with 
Els&m. the Danish power 
utility, to break in to the 
newly deregulated German 
electricity market, writes 
Greg Mclvor in Stockholm. 
The two companies said yes- 
terday they were in negotia- 
tions with a number of large 
German industrial groups to 
supply electricity from next 
year. 

Germany opened its elec- 
tricity market to full compe- 
tition in April. A number of 
foreign utilities, including 
Vattenfall of Sweden and 
Electrici tg de France are 
already established there. 
IVO indicated the jotot ven- 
ture would seek to undercut 
prices being offered by 
domestic German suppliers. 

Kari Huopalahti, an IVO 
board member, said Nordic 
electricity prices were 
roughly half those charged 
in Germany. Finland, with 
Sweden and Norway, deregu- 
lated their power markets to 
1996. triggering competition 
between suppliers and price 
decreases. 
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Polish telecoms deal in sight 


By Christopher BobmsJd 
in Warsaw 

Telekomunikacja Polska SA 
(TP SA), the Polish telecom- 
munications operator due to 
be privatised, says it will 
shortly sign a long-delayed 
interconnection payments 
agreement with the coun- 
try’s private mobile tele- 
phone operators. 

“We will be signing this 
agreement soon,” said Piotr 
Gawron, TP SA spokesman. 
The company was respond- 
ing to criticism from mobile 
operators that talks had 
been dragging on the crucial 
issue of charges paid by new 
operators to the incumbent. 

Failure to have the agree- 
ment to place before the sale 
of about 25 per cent of TP 
SA's equity later tins year 
will damage the credibility 
of the company. 


“We are a major client of 
TP SA and yet we get 
treated like a supplicant,” 
said Wilhelm Stuckemann, 

technical director at Era 
GSM, jointly owned by Elek- 
trim, the manufacturing con- 
glomerate, US West and 
DeTeMobile from Germany. 

Era's complaints are ech- 
oed by Plus GSM. which has 
brought together Poland’s 
KGHM copper combine and 
the giant Plock refinery with 
Air Touch of California and 
TeleDanmark. After two 
years of operation. Era has 
more than 600.000 subscrib- 
ers, and plus more than 
500.000. 

The Polish government 
last year imposed an interim 
interconnection payments 
agreement on TP SA and the 
mobile operators which has 
still to be replaced by a for- 
mal deaL However, delays to 


the talks mean the mobile 
operators have speeded up 
installation of their own 
long-range networks. These 
can be used instead of TP 
SA's Inter-city links. 

"If we build our own. we 
can be responsible for the 
quality and availability of 
long-range connections,” 
says Mr Stuckemann. 

Era, which reported a 
$10m net profit for the first 
half of this year, is spending 
more than $20m on install- 
ing microwave and fibre 
optic systems to link 12 
dries. 

Plus is following suit Both 
companies alread}- make use 
of an alternative national 
fibre optic network put in 
place at a cost of around 
SI 10m by Tel-Energo, a com- 
pany owned by the country’s 
power generators, which is a 
shareholder to Plus. 


NEWS DIGEST 


FORESTRY PRODUCTS 


EU demands concessions 
for Stora-Enso merger 

Stora of Sweden and Enso, the Finnish forestry products 
group, yesterday faced the prospect of a further delay to 
their mufti- bill ion-dollar merger after the European Union 
demanded concessions to win regulatory Karel Van Mtert. 
EU competition commissioner, said he had sent the com- 
panies a list of objections to the tie-up. which would cre- 
ate the world’s largest paper manufacturer. “I hope they 
will be able to come up with some ideas." Mr Van Miert 
said. 

At the end of July, the Commission extended its routine, 
one-month investigation into the merger to a four-month 
inquiry. Its move reflected concern over the dominance the 
combined group would wield over the European liquid 
packaging board, newsprint and magazine paper markets. 
Only about 10 per cent of merger investigations handled 
by Brussels go to this second stage. 

The prospect of a delay hit the two companies’ shares 
yesterday. St ora’s most-traded A shares fell SKr6. or 6.7 
per cent, to SKr83. Enso's R shares dropped FM1 .20 to 
close at FM 38.50 in Helsinki. 

Greg Mclvor, Stockholm and Neil Buckley, Brussels 


CHEMICALS 


DSM plans share buy-back 

DSM, the Dutch chemicals and materials producer, is to 
buy back 7 per cent of its equity, in an operation costing 
FI 392.4m ($206m) at current prices. The repurchase will 
counter dilution to its earnings from the 5.4m shares 
issued in the takeover this spring of Gist-Brocades, the 
biotechnology company. Of the 2.4m being bought back, 
most are to be converted into cumulative preference 
shares, for issue when the group needs future financing. 

The shares closed R 3.20 higher yesterday at F1 163.50, 
standing 18.5 per cent above their low point, reached on 
Monday. This came as DSM also forecast that operating 
profits would reach Ibn euros by 2002, on revenues of 
10bn euros. The driving force would be the life sciences 
division, comprising Gist-Brocades and its own operations 
in fine chemicals, which would account for 30 per cent of 
group sales. As part of the expansion, DSM is considering 
building a new penicillin planL 
Gordon Cramb, Amsterdam 


ADVERTISING 

Publicis advances by 54% 

Shares in Publicis, the French advertising company, rose 
6.7 per cent to FFr950 yesterday, after it announced a 54 
per cent rise in first-half net profits to FFr229m. The com- 
pany said the rise signalled it was starting to reap the 
benefits of its aggressive international expansion strategy. 
It predicted "double-digit growth” for the full year, from 
acquisitions and organic growth in new markets. 

“For the entire year, results should be very satisfactory, 
with double-digit growth.” said Maurice Levy, chief execu- 
tive. “Our worldwide expansion plan will soon be com- 
pleted, a year ahead of schedule.” Earlier this year. Publi- 
cis took over Hal Rinay and Evans Group, two US 
advertising companies, and established for the first time 
new operations in South America (Chile) and Asia (Thai- 
land, Vietnam, Laos, Cambodia and Burma). 

Publicis also won new global accounts from Club Med, 
the French leisure group, UBS, the bank resulting from the 
merger of Swiss Bank Corp and Union Bank of Switzer- 
land, and Hewlett-Packard, the US computer-maker. 
Samer Iskandar, Paris 


ELECTRONICS 

Bull issues profit warning 

Bull, the French electronics maker, warned last night it 
would not match last year's net profit of FFr6G3m ($107m 
this year because of a FFr1 bn staff redeployment and 
training programme this year and next Guy de Panafieu, 
chairman, sad profit growth would resume next year. 

Bull Is targeting an operating profit of FFrlbn in 1998 
and sites growth of 5 per cent In July it reported a first- 
half loss of FFr3 53m, compared with a FFr64m net profit ; 
year eariier. 

Operating profit was FFrl04m in the period, down from 
FFrl 96m. AFX News, Paris 


BANKING 

BBV acquires Midas 

Banco Bilbao Vizcaya, the Spanish banking group, has 
acquired 100 per cent of Midas Investimentos, a leading 
Portuguese stock brokerage and fund manager, as a step 
towards a substantial expansion of its operations in Porto 
gal. Midas, an Independent investment house owned by 
five managing partners, is expected to be expanded into 
the corporate finance and investment banking arm of BB\ 
in Portugal, which already operates a commercial banking 
network in the country. 

The management team at Midas, seen as one of its 
most valuable assets, is to stay on as part of the deal, th< 
first acquisition of a Portuguese brokerage by a foreign 
company. BBV, which is acquiring Midas through BBV 
Interactlvos, the group's brokerage division, is focusing 
overseas expansion on southern Europe after completing 
an investment programme in Latin America. 

Peter Wise, Lisbon and David White, Madrid 

INDUSTRIAL HOLDINGS 


CGIP announces share split 

Compagnie G4n6rale d'lndustrie et de Participations, the 
Rjndtind^tnal holding company, yesterday announced 
10-for-one share split ahead of the redenomination of its 
shoes m the single European currency next January. 

The group, headed by Emest-Antoine Seiili&re, who is 

SK ernp, °y ere ’ federation, CNPf 

said rts FFrlbn (SI 77m) share buy-back this year had 
helped to support its share price. Net profits in the first 
h8 T r 6 1fi ® P* * FFr1.59bnJncluSrS a (?pit 
gate from the sate of a 5 per cent stake in Crown Cork 
and Seal, the US packaging company. Proceeds from th< 
disposal were used in the share buy-back. 

■ C £ ,p shares dosed unchangad at FFr2,400. outperform 
mg the Pans Bourse s benchmark CAC 40 Index which f 
1.25 per cent Sarno- Iskandar 

AIRCRAFT 

Saab cuts 475 jobs 

Saab, the Swedish aircraft and defence group yesterday 
issued redundancy notices to 475 workers as part of its 
decision, announced last year, to withdraw from, civil air- 
craft production. The company said it was offering altfimi 
tive jobs or retraining to other members of its 1 ,800-stron 
workforce In regional aircraft Saab is to cease producing 
regional aircraft from mid- 1999. Greg Mclvor 
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COMPANIES & FINANCE: THE AMERICAS 


SOFT DRINKS US GRO UP TO DAY EX PECTED TO SAY PRO FITS ANDVOLUMES WILL BE LOWER THAN FORECAST 

Coca-Cola set to warn on third quarter 


By ISctool Tomkins 
in New Yort 

Coca-Cola is today expected 
to warn that third-quarter 
volume and profits will be 
weaker than previously 
thought, casting further 
gloom over the outlook for 
once high-flying consumer 
stocks. 

The US soft drinks group 
has called Wall Street ana- 
lysts to a rare meeting in 
New York at which it will 
offer its first detailed analy- 


sis of the effects of global 
fin ancial turmoil on its busi- 
ness. 

The meeting comes shortly 
after warnings from two 
other US consumer product 
groups. Last week Gillette 
said third-quarter sales 
would be down, and the 
week before. Procter & Gam- 
ble said third-quarter profits 
would be lower than expec- 
ted because of flat sales. 

Coca-Cola said the mating 
would be addressed by Doug- 
las Ivester, who took over as 


chairman and chief execu- 
tive on the death of Roberto 
Goizueta last October, and 
James Chestnut, chief finan- 
cial officer. 

“We are going to talk 
about volume and earnings 
for the third quarter, and we 
will probably look at foil- 
year expectations,” the com- 
pany said. 

“Obviously, there Is a lot 
of Interest in how the global 
economic situation is affect- 
tog our volume, so we will 
be updating people on that. 


and no doubt there will be a 
lot of questions about next 
year from the analysts.” 

Coca-Cola would not say 
what guidance analysts 
would be given, but said it 
would express its “commit- 
ment and belief in the long 
term". 

Even before tbe meeting 
takes place, analysts have 
been downgrading their vol- 
ume and profit forecasts for 
the company. Andrew Con- 
way of Morgan Stanley said 
he now expected Coca-Cola’s 


volume to grow only 6 per 
cent next year instead of the 
8 per cent he had forecast. 

Mr Conway also made a 
further cut in his earnings 
forecast for this year, reduc- 
ing it from 81.85 a share to 
$1.55, and cut his forecast for 
next year from $1.76 a share 
to $1.71. 

According to the First Call 
research service, the consen- 
sus forecast for Coca-Cola’s 
earnings per share this year 
has slipped from Si .70 at tbe 
beginning of January to 


Mexican steel move shows poor timing 

Indian villagers are not the indebted company’s only obstacles, writes Henry Tricks 


A remote Indian village in 
the pine-covered moun- 
tains of the Sierra 
Madre Sur may bold the key 
to the future of Mexico's 
steel industry. 

In Santa Marla Zimina, 
Ahmsa, one of Mexico's most 
debt-ridden companies, is 
planning to develop the 
country’s largest iron ore 
mine as part of a &5bn proj- 
ect by its parent company to 
turn southern Mexico Into a 
steel hub. 

It is no easy task. Villag- 
ers, Zapotec Indians with a 
history of isolation some 
seven hours by dirt road 
from tbe nearest city, would 
not let Ahmsa geologists in 
for months, after years of 
abuse by logging companies. 

When mining executives 
had negotiated a toehold, 
they made tbe mistake of 
discussing digging - a word 
that in Spanish translates as 
“explotadon" (exploitation). 
That was almost the last 
straw for the Zapotec com- 
munity. 

“The word exploitation is 
almost satanic for them. It 
took a lot of explaining,” 
said Eduardo Holguin, minis , 
ter of economic development 
in the state of Oaxaca where 
the “Tehuantepec” steel 
project is planned. 


Ahmsa has since estab- 
lished itself in Santa Maria 
Zanlza and it says it has 


help build tbe steel plant, 
and aims to use the partner- 
ship to secure a project 


proven some 180m tons of finance arrangement for 
reserves of iron ore. with a funding. 


high average mineral grade 
around 55 per cent. It aims 
to produce 6m tons of iron 
ore a year, twice that of 
other Mexican mines, and 
estimates total potential 
reserves of 300m tons. 

But industry analysts are 
puzzled why the owners of a 
company with some $1.8bn 
of debt would launch such a 
bold scheme at a time when 
global steel prices have 
plummeted worldwide and 
margins are under pressure. 

Tbe project is in the hands 
of the family-owned holding 
company, Grupo Acero del 
Norte (Gan), which has 
sought to emphasise that 
Ahmsa’s role is simply to 
provide iron ore and techni- 
cal expertise to a steel mini- 
mill Gan plans to build in 
the port of Safina Cruz, on 
the Oaxaca coast 

Xavier Autrey, Gan chair- 
man. says the ™ine will be 
able to provide the ore at 
low cost, propelled by a 175- 
mile water pipe from 7anira 
to Salina Cruz. That made 
the project feasible. He 
added that Gan was canvass- 
ing for foreign partners to 


“Ahmsa is not going to ask 
for any additional loans for 
this project" he said. “We 


production at a time when 
international steel markets 
are in a volatile situation, 
creating higher risks and 
margin compression." 

Plans for the Tehuantepec 
scheme are advanced, how- 
ever. and Mr Autrey expects 


don’t want Ahmsa to be con- it to get under way within 


fused with Tehuantepec.” 

But the timing has raised 
eyebrows. Weak steel prices 
have forced Ahmsa to lay off 
3,000 workers in the north- 
ern state of Coahuiia. where 
it is headquartered. Mr 
Autrey noted that those 
workers were to have been 
transferred to Oaxaca for the 
Tehuantepec project, but the 
company ran out of time. 


I n June, Ahmsa was also 
forced to renegotiate debt 
service covenants with a 
loan syndicate led by Mor- 
gan Guarantee Trust of the 
US, after interest coverage 
ratios dipped below a previ- 
ously agreed level last year. 

“The big question is what 
is going to happen with 
Ahmsa itself because its 
leverage levels are quite 
high now," said Maurido 
Reveco, analyst at Salomon 
Smith Barney in New York. 
"You have tbe biggest steel 
company in Mexico with a 
lot of investment to improve 


the next year. The mini-mill 
would produce hot-rolled 
products or steel slab with 
direct reduced iron technol- 
ogy that the group has never 
previously used. 

Tbe Sliibn plant is expec- 
ted to produce 4m tons of 
steel a year, to be shipped at 
a low average cost of S9 a 
ton. It would be powered by 
a thermoelectric plant, to be 
built at a projected cost of 
$420m adjacent to the Pemex 
oil refinery in Salina Cruz, 
using oil residues from 
Pemex. 

GAN said the project 
would provide direct employ- 
ment for 3,000 workers and 
15,000 related jobs in Oaxaca. 

In Santa Maria Zanlza. 
where decisions are taken 
communally by some 500 
adult males, locals say there 
are deep divisions over the 
project Mine executives say 
it will eventually involve 
relocating the centuries-old 
town and diverting tbe river 
that runs through its 



Digging deep: Ahmsa mine wifi m 

balmy banana plantations. 

Whether they can stop the 
march of industry is doubt- 
fill. The mine already pro- 
vides work for 40 townsmen, 
some of whom would other- 
wise illegally bead to the US. 


tan relocation for ancient town 

And on the door of one 
house, an Indian child had 
chalked the picture of the 
Ahmsa helicopter that flies 
in each day. That suggested 
the modern world had 
already taken root. 


Fund growth predicted to slow 


By Edward Alden hi Toronto 

Growth of assets in the 
Canadian mutual fund 
industry is likely to slow 
substantially over the next 
decade, but should still rise 
five-fold by 2008, according 
to a survey by Ernst & 
Young, tbe accountant 

It predicts tbat Canadian 
mutual fund assets will grow 
to C$1.500bn (US$984m) in 10 
years as ah ageing popula- 
tion and higher savings 
rates continue to produce a 
large pool of funds chasing 
greater returns. 

While Canada has seen a 
boom in mutual fund invest- 
ing over the past decade, 
with about 38 per cent of 


households now holding 
funds, the levels of invest- 
ment still lag behind those 
In the US. The average 
mutual fund-owning house- 
hold in Canada has a 
C$73,000 portfolio, less than 
half the average south of the 
border, but a higher Cana- 
dian savings rates should 
narrow that gap. the survey 
says. 

“There’s a whole lot of 
catching up stiff to come," 
said Colin Deane, its author. 

He predicts that mutual 
fund assets will grow 16-17 
per cent annually, about half 
the growth rate of the past 
decade, when falling interest 
rates led many Canadians to 
pull out of fixed-income 


investments in favour of 
stock market holdings. Cana- 
dian mutual hinds saw 
explosive growth over that 
period, rising from just 
C$24bn in assets in 1990 to 
more than Cl320bn cur- 
rently. 

Mutual fund holders have 
so far not quit the market 
despite the 20 per cent 
decline in the Toronto Stock 
Exchange since its April 
high. But new sales of funds 
have slowed sharply from 
last year's record pace. 

The Ernst & Young study 
assumes annual investment 
returns of around 7 per cent, 
compared with 9-10 per cent 
over the last decade. The 
survey also assumes a low 


Centeon to resume making 
‘medically necessary’ items 


By Victoria Griffith in Boston 

Centeon, the Pennsylvania- 
based joint venture between 
Rhone-Pouienc and Hoechst, 
announced yesterday that it 
was planning to restart man- 
ufacturing of “medically nec- 
essary" products - as deter- 
mined by the US Food & 
Drug Administration - in 
late October. 

Shares in Rhdn e-Poulenc 
surged 7 per cent on the 
Paris bourse on the news. 
Hoechst shares were down 
□MOO at DM68.5. 

Centeon bad shut down its 
US operations in mid-Au- 
gust, after EDA inspectors 
failed to see enough progress 
in bringing the company's 
manufacturing practices up 
to standard. Shares in 
Rb6ne-Poulenc had fallen 
sharply last week after news 


about the August closure 
leaked out. 

The FDA has been con- 
cerned about the facility's 
hygiene standards since 
1996. Centeon decided it was 
easier to cease manufactur- 
ing altogether to modernise 
its factory rather than make 
changes during production. 
Hie FDA has said the com- 
pany can continue to manu- 
facture “medically neces- 
sary” products while factory 
improvements are made. 

Under dispute is the future 
of AJbuminar, a blood 
plasma product used for 
trauma victims. Centeon 
would like Albuminar, one 
of its leading products, to be 
included under the defini- 
tion of “medically neces- 
sary". Currently under the 
definition are the company’s 
two clotting agents for 


haemophilia and immunog- 
lobulin, used in treatment of 
immunodeficiencies. 

Including Albuminar. 
“medically necessary” prod- 
ucts account for 31 per cent 
of Cen toon’s total sales. The 
company also has plants in 
Germany, Austria and Spain, 
which account for about 60 
per cent of total production. 
Centeon’s manufacturing tie- 
ups in the US have sparked 
an ongoing lawsuit by Astra 
over the company's failure 
to fulfil supply contracts. 

Because of a shut-down in 
the US plant, Centeon will 
record , an operating loss in 
1998. Centeon said it did not 
know when it would fully re- 
open its production- The 
company plans to announce 
the final outcome of Its nego- 
tiations with the FDA 
shortly. I 


Mobil Canada invests C$4bn 


By Scott Morrison in Toronto 

Mobil Canada, a subsidiary 
of the US oil producer, has 
said it will invest up to 
C$4bn (US$2.6bn) over the 
next five years to explore, 
develop and operate offshore 
energy projects along Cana- 
da's eastern coast 
Mobil, which in tbe past 
decade has spent C*2bu on 
exploration and development 
in the region, said the addi- 
tional investment enhances 
the company's leadership 
role In Atlantic Canada's 
burgeoning energy industry. 
The region has become one 
of Mobil's most important 
growth areas, said Kenneth 
Miller, senior vice president 


for eastern Canada. 

Mobil Is the lead partner, 
with a S3 per cent stake, in 
the Hibernia production 
project, an oil field located in 
the Grand Banks region, 
about 300km east of St 
John's, Newfoundland. Hib- 
ernia, with estimated 
reserves of 750m barrels, 
first pumped - oil last Novem- 
ber and currently produces 
about 100.000 barrels a day. 
Project officials expect to 
increase output to 135,000 b/ 
d early next year. 

Mobil has a 22 per cent 
Interest at nearby Terra 
Nova, the region's second 
offshore oil project which is 
scheduled to begin produc- 
ing by 200L In the province 


of Nova Scotia. Mobil has a 
majority interest in tbe 
Sable Island project, which 
is scheduled in late 1999 to 
begin producing natural gas 
for markets in eastern Can- 
ada and north-eastern US 
states. 

Industry leaders suggest 
the Atlantic region will pro- 
duce about 40 per cent of 
Canada’s crude oil supply by 
2004. Equally encouraging is 
the potential of offshore nat- 
ural gas reserves, which pre- 
liminary surveying indicated 
could reach ffi.ooobn cu ft, 
according to Stephen Hen- 
ley, president of Newfound- 
land Offshore industries 
Association, an energy trade 
group. y 


inflation environment 
But Dan Richards of Mar- 1 

keting Solutions in Toronto, 
a consulting firm that tracks 
consumer sentiment towards 
mutual funds, said predic- 
tions about future growth 
could be shattered overnight 
by higher interest rates or a 
prolonged bear market 
The lack of a panicked 
flight from mutual funds 
may be due to increased 
investor sophistication, but 
more likely reflects the sim- 
ple lack of alternatives, he 
said. When interest rates 
spiked up in 1994, for 
instance, there was substan- 
tial redemption out of equi- 
ties and into fixed instru- 
ments. 

KSB to 
boost US j== 

presence 

By Peter Marsb 
in Mamtwkn, Germany 
B 

KSB of Germany, Europe's 
second-biggest pump maker, 
is considering spending up • i 

to DMBOOm I$474An) on • i 

acquisitions in tbe next year, • i 

mainly to boost its presence • i 

in tbe US. • < 

Jcsef Gerstner, chairman. . ] 

said he aimed to expand the • • 

company’s annual revenues 
worldwide by roughly Forte 

DML5bn within the next five 
years, mainly through acqtd- “”** 

sitions. Such a move would bdO! 

mean KSB overtook ITT of Foxha 

tbe US as tbe world's biggest Grcgo 

pump maker. Noam 

Last year ESS had sales of nG7 t 

DM2.1 bn. achieving pre-tax 
profits of DM73m, 

KSB’s expansion plana fol- 
low its return to financial 
health after the 127-year-old 
company made a loss of 
DM54m in 1995. That led to a 
big programme of plant clo- 
sures and job losses. 

Mr Gerstner said in an 
interview with the Financial 
Times tbat a priority was to 
boost sales in North Amer- 
ica. where last year revenues 
came to only DMi20m. The t - 
company wants to Increase * 

this tenfold in the near • Cur 
future, with the extra reve- ' . F 
nue coming mainly through 
acquisitions. He declined to "Wei 

say which companies he was 
looking ah 

The US is the world's big- Smiih 
gest market for pumps. 

World sales are about 
DMBObn. Companies with a 
strong presence include 
Ebara of Japan and also Res 
Grundfos of Denmark - 
Europe's second-biggest 

pump maker and thg world's 

second in this industry. 

^ __ 


BUSINESSES FOB SALE 

BDO Stoy Hayward 

By order of tke joint administrative receivers 
D. Power FCA & D. Sweden FCA 

bi tke matter of 

EUROPA SCIENTIFIC LIMITED 
in Administrative Receivership 

Offers are invited for tke sale of the business 
and assets of the above company 

• The design and manufacture of scientific instruments 
used in life and environmental sciences. 

• Niche market - 3 competitors 

• Long leasehold premises in Crewe. Cheshire. 

• Highly skilled and dedicated work force 

• Turnover approximately £4 5 million 

• Stock in excess of £1 million 

Enquiries should be addressed to Tracey Pye 


BDO Stay HayvmdCRJ {BDO 

Pe»er House. SJ. Pete* SqMie.Manches»et Ml SA&. * 

Tel 0161 236 IW. Fax; 01b! 228 TOO 

D K Dattani and R FMatusfewkz 
of BDO Stoy Hayward 
The Joint Administrative Receivers of 
Frymatech Limited 

OFFER FOR SALE 

HIGH VISIBILITY PROTECTIVE CLOTHING 
MANUFACTURER IN NOTTINGHAM 

• Leasehold factory iinil - 24,000 square feet 

• Established reputation for quality and reliability 

• Wide ranging customer bam 

• Amu] turnover £2 uaQioo 

• Order book - £200X00 

• Plant and madhnery 

• Slock of components, work in progress and finished goods 

For further inTorroatkin please awttoct Dilip DalCmi or TUI Sandford 
on OII5 955 2000 or by fax on 0115 969 1043 or write to us at the 
address below; 


BDO Stoy Hayward 
Foxtail Lodge 
Gregory Boulevard 

Nottingham 

NG7 6LH 


BDO 


BDoaortamd 


Smith & Williamson 
Chartered Accountants 

The Joint Administrative Receivers 

L J. Allan and P. G. Mills 
offer for sale the business and assets oh 

Doraier Printing 
Machinery limited 

• Suppliers and recondirioners of used print machinery 

• Current annual turnover in excess of £1 6m 

• Freehold premises in London SE1 

• Well known and established business 

For details, contact Robyn Clayinn at the offices of 
Smith A Williamson. Nu 1 Riding House Street. Loudon W1A SAS 
7«i- 01 71 637 5377 Fax: 0171 631 0741 

Smith Gt WOfiamson 

Chartered Accountants 

Registered to carry on audit «wfc and authorised to carry on 
investment business by the Institute of Chartered 
Accountants in England and Waits 


NEWS DIGEST 


INVESTMENT BANKING 


SI. 57 by Wednesday this 
week. 

The share prices of big 
consumer product groups 
have plunged in tbe past few 
weeks amid a reappraisal of 
their global growth pros- 
pects. 

Coca-Cola's shares, which 
once seemed on an unstoppa- 
ble climb, have plunged 
more than a third since hit- 
ting a peak of S88£ in July. 
Yesterday they were down 
51; at S57 in early afternoon 
trading. 


Morgan Stanley sees 
result fall by 5% 

Morgan Stanley Dean Witter, the US investment bank and 
brokerage, yesterday repotted a 5 per cent fall in net prof- 
its to $64 5m in its fiscal third quarter to August 31, but 
said some market sectors were thriving despite volatility. 

Bob Scott, chief financial officer, said the company had 
successfully managed its risks amid recent market turmoil 
and was “not contemplating any lay-offs or action like 
that”. Mergers and acquisitions business had done partic- 
ularly well in the quarter, Mr Scott said, “and we anticipate 
having a strong fourth quarter in M&A os well”. 

The company warned earlier this month that its third- 
quarter net profits had been reduced by Si 10m because 
of losses associated with difficult conditions in global mar- 
kets. it said the losses occurred in cenoin credit -sensitive 
activities and in connection with an institutional leveraged 
emerging markets debt portfolio. 

After a $l4m pay-out of preferred stock dividends, net 
profits of SS31m translated into earnings per share ot 
Si. 05. down from SI. 09 a year earlier but ahead of the 
$1.03 forecasr by analysts 

Investment banking revenues totalled S8l9m. helped by 
record levels of M&A activity, which offset a decline in 
underwriting revenues. The figure was |ust ahead ot the 
year- earlier figure of SB 18m. but down from S9B8m in the 
second quarter. In trading and investments, equity trading 
and foreign exchange performed strongly and commodities 
had record results, but fixed-income revenues were hit. 

Trading revenues of $4 99m were 36 per cent below the 
prior year's level and 54 per cent below the previous quar- 
ter's- Investments produced a loss of SI 74m against reve- 
nues of SlOlm a year earlier and revenues of $206m the 
previous quarter. 

Richard Tomkins and Tracy Corrigan, New York 

MEDICAL EQUIPMENT 

Boston Scientific shares slide 

Shares in the medical device company Boston Scientific 
fen 5 per cent in early trading yesterday as analysts pre- 
dicted earnings would fall about 5 cents below expecta- 
tions after bad news on the group's new stent product. 

Some of the balloons in Boston's new NIR stent, 
approved by the FDA in August, have apparently devel- 
oped pin holes. Stents are small wire-mesh tubes used to 
prop open arteries during surgery. Boston has been retying 
on them for its growth. Earlier this year, the company paid 
$2.1 bn for Schneider, a Pfizer unit specialising in stents. 
The company also Named a poor second-quarter showing 
- with profits of S79m. compared to S90m last time - on 
its meagre presence in stents, and said its second half 
would be better after its NIR stent went on the US market. 

Some analysts believed the market’s reaction to the NIR 
stent news was overblown. “They have an alternative NIR 
stent, that can be used without balloons," said Vivian 
Wohl, an analyst at Merrill Lynch. “It's not a big deal, but 
the market is so nervous in general, any bit of bad news 
can make a difference." Victoria Griffith, Boston 


PUBLIC NOTICES 

NOTICE PUBLISHED BY THE SECRETARY OF 
STATE UNDER SUBSECTIONS 8(5} AND 10(6) j 
OF THE TELECOMMUNICATIONS ACT 1984 | 

Tbe Setfrclan of Stale hereby gives nonce as follows. 

1. He propose, in gram a licence under ihc Tck-cumratuucations Act 
1W4 ribc Ad" I to Level 3 Communications LnnilnL (“the 
Licensee" l. to ran iclccomraunicaUon systems throughout the United 
Kingdom. The licence nil! he for a period of tneniy-five yeans 
subject lo earlier revocation in specified rtmmttUncev 

2. The principal effect oflhu licence will be lo enable Ibc Licensee lo 
insall and run tclccomraunicaiion systems throughout the Umicd 
Kingdom. The Licensee nil! be able tn provide a wide range of 
services but excluding mobile radro services anil certain international 
sen-ices. The licence authorises connection 10 a wide range or or her 
syML-ms including earth orburag apparatus, allowing the provision Dr 
mm&c of international vaiclliie ""on-icc. 

3. Tbe licence will be subject lo condition* such that section S of tbe 
Act will apply to it, thereby making ihc system run under ihc licence 
eligibk for designation us a public lelccommunicaiJiin system under 
section ® of (he Act. It is the intention or ihc Secretary of State to 
designate the Licensee's system as a public tclcvommumcatiwi 
system. 

4. The Secretary of Siatc proposes to grant the licence in response lo an 
application from ihc Licensee Tor such a licence became he considers 
that it will help lo satisfy demands in ihc United Kingdom for the 
provision of services of ihc type authorised, will promote (he 
interests of consumers in respect of tbe quality and variety of such 
services, and will maimam and prrsnotc effective competition 
henveen those engaged m ibc provision or lekcooinuuucaiion 
services. 

5. He proposes to apply the tclecwnraunteations code (Ihc Cmic"l to 
the Licensee subject lo certain exceptions and conditions throughout 
the United Kingdom. The elTeci of the cxrcpnons and cundhtons to 
tbe application of the Code ix that the Licensee wilt have dunes, 
ta) to comply with various safety and environmental conditions, in 

particular (with certain exceptions) to install lines underground 
or only on such above-ground apparatus as is already installed 
for any purpose: 

(hi to comply with conditions designed to ensure cITiciency and 
economy on the pan of tbe Licensee, in connection with the 
execution of works on land concerning the installation, 
maintenance, repair or alteration of us apparatus: 

<c) to consult certain public bodies before exercising particular 
powers under the Code, including the local planning and 
highway author lies and English Nature. Scottish Natural 
Heritage, the Countryside Council for Wales, the National Trust 
and the National Truo for Scotland, as well as relevant 
electricity suppliers: 

Id) to keep and rrake available records of the location of 
underground apparatus and copies of the exceptions and 
conditions in bs licence to its powers under ihc Code: and 
lej ta ensure that sufficient funds are available to meet certain 
liabilities arising from the execution of street works. 

6. The reason why the Secretary of State proposes to apply the Code to 
the Licensee is that it will need the statutory powers in ibc Code to 
install and main la in the iclecommutdcaiion system which is in be 
installed and run under the proposed licence. 

7. The reasons why it is proposed that the Code as applied should have 
effect subject to the exceptions and conditions referred to above are 
that they arc considered requisite or expedient for ibc purpose of 
securing Hut the physical environment is protected, ihai there is no 
greater damage to land than necessary, dial the systems are installed 
as safely and economically as passible, and that the Licensee can 
meet fond relevant persons can enforce) liabilities arising foam the 
execution of works, 

s. RepreseniaiionH or objections may be made in respect of the 

proposed licence, and the application of the Code to the Licensee and 
the proposed exceptions and conditions referred to above. They 
should be made in writing by 26 October 1998 and addressed in the 
undersigned ai ihc Department of Trade and Industry. 

Communications and Information Industries Directorate, 2.SD Grey. 

151 Buckingham Palace Road, London, SWI W 9SS. Copies of tbe 
proposed licence can freely be obtained by writing to the Department 
or by calling 0171 215 1756. 

Alan Proud 

Department of Trade and Industry 

25 September 1998 

•'"“W Times mwy 
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TELECOM MUNICATIONS PIONEER SEEKS INVESTOR BEFORE JANUARY WHEN FUNDS ARE EXPECTED TO RUN OUT 

Ionica fights to avoid bankruptcy 


By Alan Cane 

Ionica. the Cambridge-based 
company that pioneered 
fixed radio access telecom- 
munications in the UK. faces 
bankruptcy early in 1999 
unless it can find a strategic 
investor. 

It would be a spectacular 
failure. Ionica raised more 
than £ 100 m (Jl68m) from pri- 
vate investors as a start-up 
and was valued at £640m 
when it floated a year ago. 
Last night the shares closed 
at 22 p. 

Yesterday it said it was in 
discussions with a potential 


investor but could not guar- 
antee a successful outcome. 

Ionica had developed, in 
conjunction with Nortel of 
Canada, a way of bridging 
the “last mile” between tele- 
phone exchange and home 
or office with radio. It expec- 
ted good business from licen- 
sing the technology abroad, 
and found ready finance 
through high yield or junk 
bonds. 

But it attempted to expand 
too quickly and slipped 
behind its business plan 
when software difficulties 
prevented it meeting 
demand in key areas. 


At the end of June, it had 
only 50.800 subscribers com- 
pared with the 195.000 esti- 
mated by the end of this 
year in its business plans. 
Sales overseas were slower 
than expected. 

Ionica refused to say yes- 
terday whether its potential 
partner was interested in the 
company as a going concern 
or as a source of an innova- 
tive technology. 

Operations are being 
financed from residual cash 
from the flotation in July 
1997. "At current rates of 
expenditure, the group has 
sufficient funds to finance 


these operations until 
approximately January 
1999," it said. 

Preliminary results for the 
year to March 31 and for the 
three months ended June 30 
this year were issued last 
night after the markets 
closed. 

Turnover in the year to 
March 31 1997 improved to 
£11.6m from £2.6m the year 
before. Operating costs, how- 
ever, rose to £16S.2m from 
£59j8m in the same period 
and Interest an two high 
yield bonds issued in 1996 
and 1997 rose to £21-3m from 
£5 -3m. The retained loss for 


the year was £173 -2m com- 
pared with £43.9m for the 
previous 12 months. The loss 
equated to 114.73p a share. 

The company said it had 
invested about £329 ra to 
develop its fixed radio access 
technology and roll out the 
beginnings of its national 
network. It expects to have 
significant capita] require- 
ments for the foreseeable 
future and to generate oper- 
ating and net losses. 

Last week Nortel began to 
shut down its UK fixed radio 
access operations, partly 
because of Ionica's difficul 
ties. 


Cracks appear as ICI works to patch up its debt 


The global downturn in sales and market turbulence have upset 
the chemicals group’s plans for financing, says Jenny Luesby 


T here is never a good 
time to be deep in debt 
and suffering a sharp 
fall in income, but Imperial 
Chemical Industries is dis- 
covering that now is defi- 
nitely a bad time. 

With the UK economy 
slowing, world stock mar- 
kets on a knife edge, and the 
chemicals industry facing 
global recession, it is run- 
ning out of palatable ways of 
meeting its commitments. 

Its debt, taken on last year 
to finance the £4.9bn 
($8.23bn) acquisition of Uni- 
lever's speciality chemicals 
business, was supposed to 
have been repaid at speed: 
the group promised to raise 
£3bn by selling its mature 
and cyclical industrial chem- 
icals businesses. But since 


then it has suffered multiple 
setbacks. 

The £445m sale of its tita- 
nium dioxide business to 
DuPont, announced 15 
months ago, remains under 
investigation by the US com- 
petition authorities - despite 
the disposal of parts of the 
business to third parties in 
an attempt to hasten its 
approval. Another £120m 
sale, of ICTs P akistani poly- 
ester operation, has been 
delayed by a protracted legal 
process. And the disposal of 
C-rosfield for $455m to 
WR Grace of the US has also 
been drawn into a competi- 
tion investigation. 

Meanwhile, there has been 
a sudden deterioration in 
ICTs main markets. 

The company sells more 


than 10 per cent of its output 
in Asia. It also continues to 
be a large producer of indus- 
trial chemicals and materials 
such as polyurethane and 
acrylics, which have suffered 
from the Asian downturn. 

At the same time, the spe- 
ciality chemicals business on 
which ICI intends to focus - 
acquired largely from Uni- 
lever - has not performed as 
well as was hoped, according 
to analysts including Merrill 
Lynch. The technological 
edge and niche markets 
enjoyed by speciality chemi- 
cals have traditionally deliv- 
ered stable demand and 
prices. But fierce undercut- 
ting by speciality chemical 
companies like Clariant has 
hit the sector so hard that in 
the US p/e ratios have fallen 
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Notice ot Meeting ol the Holders ot the Issue of Notes referred to below 

BG Bank A/S 

(Formerly Sparekassen Blkuben A/5) 

U.S. $100,000,000 

Subordinated Floating Rate Notes due 2004 

BG Bank A/5 (formerly Sparekassen Bikuben A/S) (the "Issuer') hereby gives notice to the 
holders (the ‘Noteholders') of U.S. $100 .000 ,000 Subordinated Floating Rate Notes due 2004 (the 
"Notes") issued by it that, pursuant to Condition U(aj of the Notes and the provisions of Schedule 
3 to the Fiscal Agency Agreement dated July 12, 1994 (the "Fiscal Agency Agreement") relating to 
the Notes and made between the Issuer, Chemical Bank (now The Chase Manhattan Bank) as 
fiscal agent, agent bank and principal paying agent (the "Fiscal Agent'} and Kredietbank S.A. 
Luxembourgeoise as paying agent (together with the Fiscal Agent, the "Paying Agents"), that a 
meeting of the Noteholders (the “Meeting") will be held at the offices of BG Bank A/S at 30 
Finsbury Square. London EC2A1NR on October 20, 199$ at 14.00 (London time) for the purpose 
of considering and. if thought fit, passing the following resolution (the 'Resolution') which will be 
proposed as an Extraordinary Resolution (as defined in the Fiscal Agency Agreement] in 
accordance with the provisions of the Fiscal Agency Agreement 

EXTRAORDINARY RESOLUTION 

"THAT the holders of the outstanding U.S. SI 00, 000, 000 Subordinated Floating Rate Notes due 
2004 (the "Notes") of BG Bank A/S (formerly Sparekassen Bikuben A/S) (the ‘Existing Issuer") 
which are issued pursuant to a Fiscal Agency Agreement dated July 12, 1994 made between the 
Existing Issuer, Chemical Bank (now The Chase Manhattan Bank) as fiscal agent, agent bank and 
principal paying agent (the 'Fiscal Agent") and Kredietbank S.A. Luxembourgeoise as paying 
agent (together with the Fiscal Agent, the "Paying Agents"), hereby resolve, following the transfer 
by the Existing Issuer of all its assets (with the exception of DKK 100 million in cash and two 
properties as further detailed in the prospectus dated September 14. 1998 relating to the 
reorganisation ot the Existing Issuer), liabilities, operations and undertakings to a newly 
established wholly-owned subsidiary of the Existing Issuer to be named "BG Bank A/S" and 
incorporated in Denmark under registration no. A/5 242.096 (the "New Issuer"), to approve the 
substitution of tiie New Issuer for the Existing issuer as issuer of the Notes, and that accordingly 
the Existing Issuer shall, on and from the effective data of such transfer, being January 1,1998, but 
subject to the approval of its shareholders at an extraordinary general meeting to be held on 
October 29, 1998, be released and discharged from all its negations under the Notes and the 
New Issuer shaU assume such obligations, and they hereby authorise and direct each of the 
Existing Issuer and the Paying Agents to execute, perform and concur in ail such deeds, 
instruments and acts as may be considered by it or them to be necessary or expedient tor or 

incidental to the implementation of this resolution. 1 

The Issuer has accordingly convened the Meeting by tills Notice to request the agreement of the 
Noteholders to the matters contained in the Resolution in accordance with paragraph 19(B) of 
Schedule 3 to the Fiscal Agency Agreement. 

Pursuant to the terms of the Fiscal Agency Agreement, Notes may be deposited with or to the 
order of any Of the Paying Agents (The Chase Manahattan Bank, Trinity Tower, 9, Thomas More 
Street, London El 9YT or Kredietbank SA Luxembourgeoise. 43 Boulevard Royal, L-2955 
Luxembourg) not Jess than 48 hours before the time fixed for holding the Meeting but not 
thereafter, for the purpose of obtaining voting certificates or including votes in block voting 
instructions. 

The quorum required at the Meeting for the passing of the Resolution is two or more Noteholders 
or agents present In person and holding or representing in the aggregate not less than 75psr cent, 
in principal amount of the Notes for the time being outstanding. 

Copies of the Fiscal Agency Agreement and the terms and conditions ot the Notes as well as 
copies of the prospectus relating to the reorganisation of the Issuer are available for 
inspection at the offices of The Chase Manhattan Bank at Trinity Tower. 9. Thomas More Street, 
London El SYT and at the offices of Kredietbank SA Luxembourgeoise, 43 Boulevard 
Royal L-2955 Luxembourg and in addition at the offices of BG Bank A/S at 30 Finsbury Square. 
London EC2A1 NR. 


The Chase Manhattan Bank 
for and on behalf of 
BG Bank A/S 
September 25,1998 


Q CHASE 


across the sector, as analysts 
have downgraded their view 
of its outlook. 

In ICTs coatings business 
Asian growth has evapo- 
rated and the group has 
become embroiled in a bitter 
price war with Sherwin Wil- 
liams, tts US rival. 

Taken together, these 
developments represent 
quite a hammering - where 


In its coatings 
business Asian 
growth has 
evaporated and 
it is embroiled 
in a price war 


analysts' forecasts of ICTs 
pre-tax profits for this year 
were running at £lbn a few 
months ago, the consensus 
range is now £300m-£S50m. 

At this level, despite £4bn 
of agreed disposals, interest 
cover is “dangerously low", 
say two of the sector’s top 
analysts. Indeed, the cove- 
nants attached to the five- 
year syndicated loan that ICI 
took out to finance the Uni- 
lever acquisition dictated 
interest cover from this sum- 
mer of 2.25 times. Suther- 
lands is one of many brokers 
which estimates that Inter- 
est cover is instead hovering 
at, or below, 2 times. In fact, 
ICI foresaw this problem. It 
refinanced the loan at the 
end of last year, because the 
covenants were “too restric- 
tive". Its new debt is no lon- 
ger tied to any performance 
conditions, it says. 

This has allowed it to con- 
tinue making acquisitions 
despite the downturn: two 
deals announced in May will 
cost a further £700m. 

At the end of the first half, 
the group’s net debt was 
equivalent to L550 per cent 
of shareholders' funds. This 
figure is distorted by the 
large goodwill write-downs 
that have accompanied ICTs 
acquisitions. Without these 
gearing would be about 100 


Trial 
results of 
Glaxo’s 
flu drug 


By Clive Cookson 


Glaxo Welcome's new 
influenza drug, Relenza, is 
very effective both in pre- 
venting infection with the 
flu virus and in treating 
patients, large-scale clinical 
trials show. Results from 
tests on more than 1,000 
patients will be presented to 
a scientific meeting in Calif- 
ornia today and tomorrow. 

Glaxo applied this week 
for regulatory' approval to 
market Relenza in Europe 
and Canada. Unless there 
are unexpected problems, it 
should be available In time 
for the millennium flu sea- 
son in the winter of 
1999-2000. 

Relenza was invented in 
Australia - the first drug 
designed to attack the flu 
virus - and licensed to 
Glaxo by Biota, an Austra- 
lian biotechnology comp- 
any. 

But other drugs that work 
in the same way are under 
development. The main com- 
petition to Relenza is 
G54I04, discovered by Gilead 
Sciences in California and 
licensed to Roche of Switzer- 
land. 

Yesterday at the same 
meeting in California, the 
Interscience Conference on 
Antimicrobial Agents and 
Chemotherapy. Roche and 
Gilead announced similarly 
impressive results. 

GS4I04 is about a year 
behind Relenza in the devel- 
opment process. It will be 
submitted for regulatory 
approval in 1999. 


per cent. On the basis of con- 
sensus forecasts of profits 
and estimates of the group’s 
interest and tax charges. It 
now seems as if ICTs divi- 
dend would be uncovered 
this year, and maybe also 
next year, if it were main- 
tained. 

Finally, ICTs cash Dow is 
negative. In the first six 
months of this year, cash 
flow before financing 
amounted to an outflow of 
£657m. ICI is addressing this. 
Chemicals buyers in the UK 
report that the company, 
which has traditionally 
taken a passive approach to 
marketing, began cold-call- 
ing rivals' customers this 
summer and cutting prices. 

The group is promising 
debt reductions next year 
through the disposal of its 
remaining industrial chemi- 
cals businesses, which have 
sales of £2bn. However, the 
three parties known to be 
interested in buying these 
businesses - BP and two 
venture capitalists - have all 
departed and finding new 
buyers may not be easy. 

This combination of heavy 
debt, faffing prices on faffing 
sales, and costs that will be 
hard to reduce, has seen 
some large shareholders, 
such as Janus, sell their 
stakes. Indeed, the volume of 
selling has cut the share 
price from £12.44 in May to 
yesterday’s close of 450p. 

ICI argues that the pain is 
transitional: things will 
improve. One stockbroker, 
HSBC, agrees, and this week 
said the selling had been 
overdone. However, the 
majority of the UK's chemi- 
cals analysts are concerned. 
Many are advising clients a 
dividend cut is possible. 

This may be forestalled, 
say some analysts, by the 
disposal of one or more of 
the group's core businesses. 

Materials is a possibility, 
but ICI will be swimming 
against the tide as the profit- 
ability of this business 
declines. 

Perhaps the most radical 
suggestion is that ICI might 
be forced to part with its 
best-known brand, Dulux - 
but such a sale would be 
highly unpalatable. 


RESULTS 


Hostile 
$80m US 
bid for 
Filofax 

By Andrew Edgecliffe- Johnson 

Day Runner, the US personal 
organiser maker, yesterday 
launched a £47Am iS 80.5m) 
hostile bid for Filofax, its UK 
rival wbich has struggled to 
reinvent itself since its yup- 
pie image fell from fashion 
at the sad of the 1980s. 

Filofax ‘s shares jumped 
62 'ip to 202’ ip - just above 
Day Runner's 200p per share 
cash offer. 

Analysts said a rival bid 
from a branded goods group 
or financial buyer was possi- 
ble. although Filofax’s 
search for strategic partners 
was unsuccessful earlier this 
year. Most agreed the offer 
was likely to spell the end of 
FUofax’s turbulent existence 
as a public company. 

The group was so success- 
ful in the 1980s that it dared 
not advertise for fear of 
being unable to meet 
demand. Sales shot up from 
£100.000 to £i 2 m between 
1980 and 1987. but the end of 
the decade left the company 
in need of a rescue fund-rais 
mg. 

A tumround programme 
begun in 1992 was briefly 
successful, but the shares 
have fallen 60 per cent 
behind the FTSE All-Share 
Index since a profit warning 
in 1996. 

Filofax advised sharehold- 
ers to take no action. Day 
Runner would not say 
whether it had tried to nego- 
tiate an agreed takeover, 
although tts 1997 accounts 
show that it incurred Si ,45m 
costs for failed acquisitions. 

The US group, which has 
more than 50 per cent of the 
US market for paper-based 
organisers sold through 
mass-market retailers, said it 
had been "astounded" that 
Filofax had not called it dur- 
ing this year's strategic 
review. 

Mark VIdovich, chairman 
of Day Runner, described 
Filofax as “an underperform- 
ing company that lacks 
direction”, where diversifica- 
tion had failed, reorganisa- 
tions bad not delivered 
results and growth expecta- 
tions had been cut back. 

"The brand is not what it 
was, but that doesn't mean it 
isn’t a good brand," he said. 
Day Runner would extend 
the Filofax product range to 
grow sales, he said. The two 
companies have little geo- 
graphical overlap, and Day 
Runner expects no cost 
savings or closures from the 
deal. 

Day Runner, which sells 
6m organisers and 20m 
refills a year, made operat- 
ing profits of $25.6m on sales 
of $168m in the year to June, 
while Filofax reported £4.3m 
of operating profits from 
turnover of £42^m. 

The sale of a lossmaking 
cards business knocked Filo- 
fax to a pre-tax loss of 
£882,000. 
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For sociologists of 1980s yap- 
pi wiDin. Day Runner's bid for 
Filnrax will make a nice post- 
♦script to the tale. A reliable 
underperformer since the 
early I99us. Filofax has foiled 
to maintain the rapid growth 
of the previous decade, with 
its earnings trajectory turn- 
ing negative this year. Diver- 
sification away from personal 
organisers into greetings 
cards has been disastrous. 

And. more importantly, the 
challenge from electronic 
organisers appears insur- 
mountable at the top-end of 
the diary marker. In Day 
Runner's hands, it will at 

least have a stronger distribution platform in the uncx- 
ploited US marker. However. Filofax's dependence on afflu- 
ent women buying its eponymous product Tor social rather 
than business purposes has an outdated feel to it. Auil any 
move by Day Runner to take it downmarket lu bt uwt silos 
will only erode the value of the brand. 

The US company's offer of a 43 per cent premium In 
Wednesday's share price - eight times operating profits - 
should satisfy Filofax's sliaroholders. However, since it 
cauid fit well in the back pocket of a luxury goods group - 
Gucci or Dunhill perhaps - an auction is possible. With few 
synergies to flaunt, the downmarket US paper based diary 
maker may not have much stomach for a fight. 

RAC/Cendant 

Fear tears will be shod as a result of yesterday's referral of 
Cendant's £450m acquisition of the Royal Automobile Club 
to the Monopolies and Mergers Commission. After all. the 
beneficJuries of the takeover - members of the fomihm-bascd 
club who stood to receive £30.tXXi-plus apiece - have been 
pilloried in some parts of the media, in the latest example of 
the unhealthy British obsession with fat cats. 

But. though the popular rejoicing is out of place, the 
referral itself has merit. Putting together the RAC with 
Cendant's existing Greon Flag service will create a group 
with perliaps as much as 45 per cent of the market in 
servicing broken-down vehicles. True, the Automobile Asso- 
ciation will still be bigger with 48 per cent of the market: 
arguably, it too should be investigated. And. just conceiv- 
ably. creating a number two of almost the same size cuuld 
rebalance competition to the benefit of consumers. But this 
argument looks thin. It certainly requires the Full scrutiny 
of the MMC. 


Diageo merger 
may save $490m 


By John WiOman 


The cost savings expected 
from December's merger of 
Guinness and Grand Metro- 
politan to form Diageo have 
jumped from £195ra a year to 
£290m ($487m) the food and 
drink group said yesterday. 

The main reason for the 
rise is bigger-than-expected 
staff reductions, with 3.000 
Jobs cut, compared with the 
2.000 predicted when the 
merger was announced in 
May 1997. The eventual total 
is likely to top 4.000. 

As a result, the direct 
costs of the merger, includ- 
ing redundancy payments, 
office reorganisations and 
systems development, have 
risen from £375m to £630m. 
This is in addition to the 
£250m payment to LVMH, 
the French group that was 
the largest shareholder in 
both Guinness and Grand- 
Met, in return for supporting 
the merger. 

“The investment of S630m 


behind achieving this new- 
level of synergy has the 
same relative return as esti- 
mated last May and the 
same ratio of cash to total 
costs," said Phil Yea. finance 
director. 

The new figures emerged 
when Diageo reported 
results for the year to .June 
30, showing a dip in pre-tax 
profit excluding exceptionals 
from £l.93bn to £i.S5bn - in 
line with expectations. 
Exceptional items cut profits 
by £167m. against £S42m last 
time, when GrandMet sold 
off some food businesses. 

This year's exceptionals 
included £572 m of merger- 
related costs, the £5 4m loss 
on the sale of the GrandMet 
stake in the Inntrepreneur 
pub company and some 
smaller charges. These were 
partly offset by a £688m 
profit on the sale of Dewar's 
scotch whisky and Bombay 
gin. The group also took a 
charge of £5Sm for a change 
in interest rate policy. 
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Low copper price 
affects Antofagasta 


By Vfcgtnia Mash 

Antofagasta Holdings, the 
London- based mining con- 
glomerate with interests in 
Chile, expects metal prices 
to continue to be affected by 
the economic downturn in 
south-east Asia while the 
“contagion" has spread to 
Latin America. 

But, while it did not 
expect copper prices to 
recover significantly in the 
near term, it said it had been 
encouraged by the fact that 
the recent problems in Rus- 
sia had not appeared to 
affect the metal. “Copper 
prices are around their nor- 
*nal cyclipal low," it said. 


Christopher Jowett, finan- 
cial controller, added that 
the Chilean government had 
responded quickly to the 
decline in business activity 
In the region and tbat, 
despite the turmoil in emerg- 
ing markets, the Chilean 
economy was continuing to 
grew at a reasonable rate. 

Depressed copper prices 
pushed Antofagasta's mining 
division into a small interim 
loss but railways and other 
investments helped it to a 20 
per cent increase in pre-tax 
profits to £27.7m ($46.5m). 
Sales were £6 1 -4m (£S2J3m) 
and there was an exceptional 
charge of £200.000. The 
shares rose S'.-jp to iTSVip. 


Cayman Financial Brokerage House 


Forex, Futures, Options 
and Guaranteed Funds 

Telephone +1 345 945 3100 
Website www.cfbh.com. 
Facsimile +1 345 945 3199 
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EURO PRICES 


EQUITIES 


CURRENCIES & MONEY 


Profit worries hold shares back 


FT SYNTHETIC EURO RATES 


BJROPEAN OVERVIEW 


By Vincent Boland 


European share prices 
went into retreat yesterday, 
reversing the rising trend 
seen earlier in the week, 
as investors began to 
take more notice of 
the impact on corporate 
profits of the ends sweeping 
the world's financial 
markets. 

The announcement by 
UBS, one of Europe's biggest 
financial institutions, that it 
would write off SFTKOm in 
the third quarter from its 
exposure to Long-Term 
Capital Management, the 


troubled New York hedge 
fund, set the tone for a 
gloomy day’s hading, with 
financial stocks especially 
badly hiL 

After solid gains on 
Wednesday on the strength 
of comments from Alan 
Greenspan, chairman of the 
US Federal Reserve, that 
suggested a cut in interest 
rates was on. the way, senti- 
ment turned surprisingly 
negative. 

The FTSE Eurotop 100 
index of Europe's leading 
shares fell 35.31. or 1.48 
per cent, to 2*J54_73, wiping 
out about Vu»if the gains thnt 
were recorded the previous 
day. 


The more broadly-based 
FTSE Eurotop 300 index fell 
12.74, or 1-23 per cent, to 
1.026.46. while the Ebloc 100 
index of Emu participants 
fell 12.65. or 1.47 per cent, to 
845.7L 

Financial stocks per- 
formed poorly after the UBS 
announcement sparked feats 
that other European banks 
might need to take similar 
actinn- 

Worries about the overall 
exposure of hanks to 
emerging market losses has 
been a feature of the sector 
in recent weeks, and there 
was caution ahead of deli- 
cate negotiations with Rus- 
sia on renegotiating the 


terms of the country’s 

enforced debt restructure g. 

The financial stocks index 
fell 2.09 per cent with the 
retail banking sub-sector 
tumbling 3.04 per cent, 
reflecting a general sell-off 
in European bank shares. 

UBS slipped Ecu 27.6 to 
Ecu 22424. while CS 
Group fell Ecu 6.6 to Ecu 
111.81. 

Deutsche Bank was down 
Ecu 5 at Ecu 47.75, Society 
Generale dropped Ecu 4 at 
Ecu 11227. and Dresdner 
Bank fell Ecu 5.1 to Ecu 
35.12. More defensive sectors 
such as utilities and food 
companies posted modest 
gains. 
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With a unique balance of skills, culture and resources, Credit Suisse First Boston 
is helping clients position themselves to reap the benefits the euro will bring. 
No other firm has quite the same combination of global business and European 
‘home market” capabilities. 
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INTERNATIONAL CAPITAL MARKETS 


OM trade 
volume 
beats 
forecast 


By Edward Luce, 
Capital Market Editor 


OM, the Swedish stock and 
derivatives exchange, yester- 
day reported hlgher-than-ex- 
pected volumes in the first 
week of trading on its Swed- 
ish government bond future. 

The contracts, covering 
two and 10-year government 
bonds, were launched last 
Friday, achieving a com- 
bined daily average turnover 
of more than 8,000 contracts 
while expectations were 
below 5,000, said Peter Coil 
chief executive of OMLX. its 
London subsidiary. 

OM, an electronic 
exchange, is to launch 
short-term interest rate con- 
tracts on Swedish interest 
rates and other products in 
the medium term. 

Part of the exchange's 
strategy is based on Swe- 
den’s opt out from the first 
round of European monetary 
union in January. Emu 
shrinks the universe of 
diverse futures contracts 
available to investors and is 
expected to boost demand 
for UK gilts and Swedish 
government bonds. 

Mr Cox, who said about 20 
per cent of demand for the 
two futures contracts came 
through OM's London-based 
screens, says OM is aiming 
to be the third largest 
exchange in Europe after 
Eurex - the merger between 
the Deutsche Terminborse. 
Soffex, and the London Inter- 
national Financial Futures 
and Options Exchange. 
Matif, the French exchange, 
has reported declining vol- 
umes in the past nine 
months. 

The DTB considered the 
possibility of launching a 
future on the 10-year Swed- 
ish government bond but is 
now thought unlikely to. 


Rate cut hangs over Treasuries 


GOVERNMENT BONDS 


By John Labate in New York 
and Khozem Merchant 
in London 


US Treasuries opened 
weaker but Improved by 
midday as US equities came 
under renewed pressure 
after the release of stronger- 
than -expected figures on 
durable goods orders. 

By early afternoon the 
benchmark 30-year bond was 
UP £ to lOSiV. yielding 5.165 
per cent The 30-year note 
gained £ to 107%. sending 
the yield lower to 4.650 per 
cent 

In the wake of congressio- 
nal testimony from Alan 
Greenspan, Federal Reserve 
chairman, analysts widely 
expect the Federal Open 
Market Committee to lower 
its key short-term Federal 
Funds rate at the next meet- 
ing on Tuesday. 


In a morning release, dura- 
ble goods orders rose i£ per 
cent in August, above expec- 
tations. following a 1J3 per 
cent rise in July. The August 
strength was said to be due 
largely to transport orders. 
Excluding the transport sec- 
tor. orders fell in August by 
2.1 per cent. 

In a separate report, gross 
domestic product growth for 
the second quarter was 
raised by 0.2 per cent to 1.8 
per cent 

Generally weaker equity 
prices in early afternoon 
trading added to the turn- 
round in Treasury prices. 

UK gilts were little 
changed, closing at 114.61. 
down 0.5 per cent, with 
56,500 contracts traded on 
Uffe. In the cash market the 
yield on the io-year bench- 
mark gilt rase to 5.05 per 
cent, while the yield on the 
7% December 2007 gilt 
climbed to 5.01 per cent 


UK GDP grew 0.5 per cent 
in the second quarter year- 
on-year. Analysts described 
the figure as of historic 
interest: it was the first time 
GDP figures were calculated 
on the new standardised 
European methodology. 

The more depressing, and 
bond-market friendly, data 
came from the Confederation 
of Britlsb Industry Septem- 
ber treads survey. It found 
manufacturing output had 
slumped to a 5%-year low, 
domestic orders were sub- 
dued and export orders at 
the lowest level since 1983. 

"The CBI picture was dis- 
mal. more so because it 
shows future trends," said 
Keith Edmonds, chief ana- 
lyst at IBJ International- 
But Mr Greenspan’s over- 
night comments with hints 
of a cut in the US interest 
rate overshadowed the grim 
macroeconomic data. 

“What Alan Greenspan's 


comments did was to reduce 
the timescale for cuts. A 25- 
basts point cut by the Fed 
looks likely next week and 
should be followed by a simi- 
lar move by the Bank of 
England, probably in the 
autumn. Mr Edmonds -said a 
more aggressive cut of 50 
basis points “would smack of 
suspicion that the Fed 
knows something we do 
not". f 

The chairman's comments 
helped short sterling con- 
tracts, which rallied by 
between six and nine basis 
points. “The real beneficiary 
of the day was the front end 
[short end] of the yield 
curve." said James Mitcaell, 
strategist at Nomura. . , 
German bunds traded 
moderately, reversing early 
gains. The market was , gen- 
erally cautious ahead of the 
federal election at the week- 
end. This weighed down 
equities and gave a fillip to 


bonds, The December future 
settled up 0.4 at 113.75. with 
530.613 contracts traded on 
the Deutsche Terminbtirse. 
The yield on io-year bench- 
mark bunds closed at 3.94 
per cent 

Mr Mitchell said sentiment 
was still cautious on the 
Bundesbank easing mone- 
tary policy. He said the 
remarks by Mr Greenspan 
hung over the market. But 
pressure, he added, was ris- 
ing for a more aggressive cut 
by the Fed of, say, 50 basis 
points. “That is why the 
short end of the yield curve 
did weH" 

External factors were 
again the main drivers of the 
bund market. Besides Mr 
Greenspan's comments, the 
intervention by New York 
banking authorities to save 
the Long-Term Capital Man- 
agement hedge fund showed 
that the global financial cri- 
sis was hurting US markets. 
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$1.5bn 

global 


New international bond issues 
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By Edward Luce 


Ford Motors yesterday took 
many by surprise with a 30- 
year $l.5bn global bond 
offering. The company, 
which is rated single A by 
both leading credit rating 
agencies, is the lowest grade 
corporate to come to the 
market in the turmoil of 
recent weeks. It follows an 
Elba offering by AA-rated 
EneL Italy's electricity util- 
ity. on Wednesday, 

An official at Merrill 
Lynch, lead manager, said 
demand had come from the 
US. Other bankers painted to 
the differences in risk appe- 
tite between US and Euro- 
pean investors. “European 
Investors probably wouldn’t 


buy 30-year Ford paper in a 
bull market, let alone now.” 
said one banker. 

US Investors, on the other 
hand, thought the market 
was undervalued with corpo- 
rate bond spreads having 
widened so dramatically in 
recent weeks. The bond was 
priced at 145 basis points 
over the 30-year Treasury 
bond. Earlier this year Ford 
issued a D-Mark denomi- 
nated bond at a spread of 46 
bams points, which has since 
widened to more than 90 
basis points. 

Elsewhere, Triangle Two, 
a special purpose vehicle set 
up by CREDIT SUISSE 
FIRST BOSTON, issued a 
three-tranche collateralised 
loan obligation which was 
entirely de-linked from 
CSFB’s credit rating. Two of 
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the tranches were rated 
AAA. The $2.5bn bond is 100 
per cent collateralised by US 
Treasuries through the repo 
market 

CSFB is also paying the 
vehicle a spread to take the 


credit risk off its books. 

“This is obviously capital 
efficient for CSFB but 
provides investors with AAA 
paper,” said an official at 
CSFB. About 30 per cent 
of the offering went to 


Europe, the rest to the US. 

Elsewhere, little was 
rumoured except possibly a 
10-year dollar offering from 
Canada. No corporates are 
expected in eurobonds in the 
next few days. 


NEWS DIGEST 


GERMANY 




Deutsche Borse Clearing 
to connect with SEGA 


Deutsche Bflrse Gearing, the clearing arm of the German ■ 
Stock exchange, will be connected directly with the Swiss 
Securities Clearing Corp (SEGA) from September 28. This 
will coincide with the start of trading on the Swiss aim of 
Eurex, the new cross-border electronic trading system 
linking the Frankfurt and Zurich derivatives markets. 

The German exchange said yesterday the two markets 
would be connected through a deiivery-vereus-payment 
electronic link, the first between two European exchanges. 
It claimed the move would reduce the risks and costs of 
cross-border settlements. 

The link means it will be possible for German and Swiss 
securities, required to be delivered in settlement of Eurex 
or over-the-counter transactions, to be cleared and settled 
in cross-border securities clearing transactions. 

Eurex is also launching a futures contract on 30-year 
German government bonds on October 2. The Euro-BUXL 
figure will be based on DM85bn of 30-year bonds after the 
Bundesbank's announcement this week that it would issue 
another DM15bn of long bonds in early October. 

Eurex said the new issue would mean that outstanding 
volume in the 30-year maturity range would be almost 
equal to that for futures contracts on 10 -year bunds. 
Vincent Boland 


ISRAEL 


Bank Leumi oversubscribed 


Israel beat difficult market conditions in its offering of Bank 
Leumi, the country’s second biggest, by targeting domes- 
tic investors with an appetite for complicated packages of 
shares and warrants, analysts said yesterday. The offering 
closed late on Wednesday at Shk65 per unit, or 12 per 
cent above the minimum price set last week. 

According to Ml Holdings, the bank privatisation com- 
pany, the offering was 4.6 times subscribed. Each unit 
includes 10 shares and 15 warrants. The state will receive 
Shk628m in immediate proceeds, including shares sold to 
employees. If all warrants are exercised by December 
1999, the state will receive up to Shk626m more - and 
see its stake in Leumi f3ll from 61 per cent before the 
offering to 44 per cent. 

Foreign investors, who subscribed for 75 per cent of the 
offering in the pre-commitment stage, were shut out of the 
deal after being outbid by domestic buyers. However, Leh- 
man Brothers, Merrill Lynch and Flemings, will today 
decide if they want to exercise a greenshoe option worth 
2.4 per cent of the bank's equity on a fully-diluted basis. 

Leumi shares on the Tel Aviv Stock Exchange fell 1.7 
per cent yesterday to Shk5.76 on exceptionally heavy vol- 
ume of Shk141m. compared with the TASE’s average daily 
turnover last week of Shk158m. Avi Machlis, Jerusalem 
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Dollar Wt by hedge fund’s collapse 
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The demise of Long-Term 
Capital Management, the US 
hedge fund, is hnrting the 
dollar in all sorts of ways. 

Firstly, and most obvi- 
ously, It has increased fears 
for the US economy. The 
Hind’s leveraged exposure is 
said to have hit Sioobn at 
one point if much of that 
money is lost, then many US 
banks could be left out of 
pocket, particularly since 
they are to supply the bulk 
of the fund's S3-75bn bail-out 
package. The suffering of 
han k s could raise pressure 
on the Federal Reserve to 
cut US Interest rates. 

Alan Greenspan, the Fed’s 
chairman, had hinted on 
Wednesday that a rate cut 
might be imminent. The 
market is pricing it in to 
take place next Tuesday, 
when the Fed’s open market 
committee meets. 

But the ironically named 


Long-Term Capital, which 
was led by John Meriwether, 
a star of Michael Lewis' book 
tear's Poker, is denting the 
dollar in another way too. 
Many of the fund’s positions 
are now being closed, and 
traders said yesterday that 
this process seemed to be 
boosting both sterling and 
the yen against the dollar. 

The pound surged to SLTOO 
in afternoon us trading yes- 
terday, 1.7 cent up on 
Wednesday's London close 
and above its recent trading 
range, even though there 
was tittle in the way of eco- 
nomic news to drive it. Trad- 
ers said a UK clearing tank 
was spending Jlbn on buy- 
ing pounds yesterday. They 
said this might be linked 
with Long-Term Capital’s 
demise: the fund is thought 
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to have been short the 
pound, perhaps as a hedge 
for bets on gflts, and the UK 
hank may have been closing 
that position. 

The yen also rose against 
the dollar, even though 
almost every currency strat- 
egist in the world is bearish 
about Japan’s economy and 
its attempts at banking 
reforms. Late yesterday the 
yen hit Y134L85, Yi-ss above 
Wednesday’s London dose. 
Traders said this may have 
been a consequence of 
Long-Term Capital’s emerg- 
ing market assets being sold, 
and the yen with which they 
had been bought repaid. 
Michael Wallace, senior cur- 
rency economist at S&P’s 
MMS in London, said this 
process could continue for 
some time. “It’s pretty 
frightening stuff," he said. 

There was talk that Euro- 
pean central banks had been 
buying the dollar in order to 
stabilise ft Yet the currency 
dropped 1.4 pfg against the 
D-Mark to DMl.673 in late 


Ajjatenha pipperS 



after consumer prices fell 
slightly in August. 

Josef Tosovsky. the cen- 
tral bank governor, said: 
"Room for lowering interest 
rates still exists." The reduc- 
tion had been modest for 
sow. he said, because mar- 
kets were unstable. 


trading. 

Even the D-Mark/Swiss 
franc rate was affected by 
Long Term Capital’s demise. 
The Swissie slipped as 
United Bank of Switzerland 
said it would report a large 
third-quarter loss partly as a 
result of the affair. 


■ The Canadian dollar has 
surged on the prospect that 
the US win cut rates. 

Recently the “loonie" 
dropped to its lowest level 
since its creation on 1858, 
chiefly because Canadian 
rates were below US levels. 
That forced the Bank of Can- 
ada to raise rates sharply, 
despite the fact that Cana- 
dian inflation is dead. 


However, Mr Wallace says 
that buying Canadian dol- 
lars now may be a mistake. 
If the US were to cut. be 
says. Canada would foil oft' 
suit the next morning at the 
latest. 

Late yesterday the Cana- 
dian dollar was at C$1,513 
against the dollar. 12 cents 
up on Wednesday. 
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I07HER CURRENCIES 


■ The Czech Republic cut 
its two-week repo rate by 50 
basis points to 13.50 per cent. 
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■ There was a rare sound 
from Tukyo yesterday: the 
voice of a Japanese official 
saying he was happy with 
the yen's exchange rate. The 
breed almost invariably 
expresses discontent with 
the currency's perceived 
weakness. 

Toyoo Gyohten. adviser to 
the Japanese government, 
said: “The thing I think I can 
say now is that at this level 
(of dollar yen i. neither Japa- 
nese authorities nor Ameri- 
can authorities are terribly 
unhappy." 

This is as close ns any 
Tokyo official ever comes to 
advocating yen sales. 
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NOTICE TO KOLDBtS OF UNKEO DEFERRED SHARE WARRANTS TO 
BEARER -MYHENT OF COUPON NO. 110 


NOTICE TO HOLDERS OF BEARER CENTENARY DEPOSITARY 
RECEIPTS- RKVPSNT OF COUPON NO. 1? 


1. Coupon No; 110 

2. Date of payment On w after 21 Octobw 1998 

a Amount 96 cento per shorn (South African currency) 

4. UK Income tax (wtora applcablo)- 20% or 1B2 carts per atom 

5. UK cumwicy squtadantt (on 14 Septambor 1998V 


1. Coupon Noe 17 

2. Data of payment: Oriorsftar21 OctobariOOfl 

3. Amount 115 US canto per dapaafeny nacolpi 

4. Currency aquwdam (on 14 Soptambnr 1898); 
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B. Payatita at 
UBS AG 

(fonneriy Swiss Bar* Corporation) 
WS-Coupons 
BahnhofBUBSsa 43 
CH-8098 Zuncti 


Crtdft Suisse RfB Boston 
Dapt PSOV71 
UatBwrgMnow 231 
CH-807D 2u>toii 


lass UK incoma tax (wflare apptea M a) 
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Generate de Banque 
Montagrw du Pore 3 
B-1000 Brussefe 


Cwtouterafiere Sanrioas PUS 
la Floor, 5-10 Great Tower Street 
London EC3R 5ER 


Banque WemBtionata a 

Luxembourg SA 
Immeutde Llndependance 
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LBS AG 

(tarmarfr Union Bank of Swtoorianri) 
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Nutee: 

I) Coupons pad by any of the continental paying agents under 6 above wtl 
be payable in Sorth African currency ta an authorised dealer in ewhanga 
In me Repubfc of South Africa nominated by the conUnemal paying 
agent. Instructions regarrtng (tsposai c< lire payment proceeds can be 
Edwon only to such authorised dealer by lha paying agent concerned. 

I) Coupons paid by Compusrahare Services PLC in London w8L untoea 
payment In South African currency is requested, be In the sterling 
equivalent shown (n 5 above in respect of coupons lodged up to 
14 October 1998 and thereafter si the rate ol axShange on the day the 
proceeds are remitted. 


CompulsrahaiB Servicaa PLC 
1st Floor. 5- 10 Greet Tower Street 
London EC3R 5ER 


Banque Intereationele a 
Luxembourg SA 
►raneuWe Llndependance 
88 Route (TEsch 
L-S953 UKerrbCurg-Vlta 


& Colons presented to any of Hie Swtoe paying agante referred to under G 
above wfl be paid ki US dolais. Coupons presented to tha other paying 
ageree wffl. uiiees payment Is requssud ft) US doBare (in vMch case such 
other paying apart* must comply with any appflabta ewhange control 
regutabora), be paid ki Pountte stwBng. Coupons lodged lor payment 141 to 
the 14 October 19B&WII be in tha Steriirg aqutateRi rihown in 4 above end 
thereeftsrat the rate of exchange on the day the proceeds are rammed. 


London Office: 

19 Charterhouse Street 
London ECTN 8QP 


25 September 7990 1 


Office of London Agent 
10 Charterhouse Street 
London EC1N 6QP 


25 September ifl» I 
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Standard Chartered 


THE FIRST MEXICO INCOME FUND N. V. 

Incorporated is the Netbraiands Antilles 

NOTICE OF DIVIDEND 
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BASE LENDING RATES 
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Bonkoi betsnd 740 
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Cyprus Popular Bank 750 
Duncan Ltmria 750 
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TBB 740 
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HMeawayLaUw 740 
Yorkshire Bart 750 
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Sbareboltfers are infonoed of a dividend of USS0.40 per stare of 
Cranmod Stock to holders of record as of Sqsember 50, 1998. The 
et-dmtepd dale was Sqptsmbci Z5. T99&ThBtfivideodwiQtepnd 
on October IS, 1998. Payment of lie dividend on the bearer stares 
will be made ykwi surrender of coupon No, 33 d c ia c tio d from Ibc 
share ccrdficaus which for this purpose stall be lodged al: 


Standard Chartered PLC 

/Incorporated with BmtiadEabXty In England) 

£300,000,000 

Undated Primary Capital Floating Rate Notes 
of which £150,000,000 
comprises the Initial Tranche 


MEESHERSON N.V. 
RokmS5 

1012 EK Amsterdam 

[TbeNettaJands 


Which acts as Paying Agent on behalf of die imdentgned. 

September 23. 1998 

MEESPIERSON TOUST (CURACAO) N.V. 


in accordance with the Terms and Conditions of the 
Notes, notice Is hereby given that for the three months 
period (91 days) from 24th September 1996 to 
24th December 1998 the Notes win carry an Interest Rate 
of 7®/i% per cent per annum. 

The interest payment date wffl be 24th December 1998. 
Coupon No. 54 win therefore be payable on 
24th December 1998 at £950.51 per coupon from Notes 
of £50,000 nominal and £95.05 per coupon from Notes of 
£5,000 nominal. 
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J. Henry Schroder & Co. Limited 
Agent Bank 
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Liffe to decide 
on electronic 
trading soon 


COMMODITIES & AGRICULTURE 


New cassava strain could 
prove a food of fortune 

High-yielding versions of the subsistence root crop could provide 
Ghana with a valuable export commodity, writes John Madeley 



Tubers are peeled, grated or chipped and exported in the form of chips or pellets John Madeley 


O n his agro-forestry farm 
near Kumasi in 
southern Ghana. Nana 
Oseisarfo last year planted 
half an acre of a new variety 
of the root crop cassava. He 
described his first yield as 
“overwhelming" - three 
tunes higher than from any 
cassava he had grown 
before. Mr Oseisarfo now 
plans to turn over nearly 
half his farm to cassava. 
Some of the crop he intends 
to sell to make gari. a popu- 
lar local food, and some he 
plans to export. 

Formerly Africa's largest 
cocoa producer. Ghana is on 
the brink of a cassava boom, 
with the export market giv- 
ing farmers an additional 
outlet and income. 

"No one in Ghana ever 
thought, until recently, that 
you could export cassava" 
says Dr Kwabena Adjei. Gha- 
na's minister of food and 
agriculture. 

Traditionally thought of as 
a food of the poor, cassava 
has been an important staple 
for Ghanaians since the Por- 
tuguese brought it to Africa 
from Brazil in the 16th cen- 
tury. The crop can grow in 
poor soil and survive 
drought conditions when 
other crops fail; it contrib- 
utes 22 per cent of Ghana’s 
agricultural gross domestic 


MARKETSREPORT 

By Paul So bn an 


Gold prices jumped 
yesterday in the wake or 
comments by Aian Green- 
span. chairman of the US 
Federal Reserve, about US 
interest rates. Mr Greenspan 
hinted on Wednesday that a 
US move would enable rate 


product. Cassava tubers, 
which look like large pota- 
toes, can be stored in the 
ground for up to a year. 

The tubers are peeled and 
then grated or chipped: they 
are exported usually in the 
form of chips or pellets. 
While the pellets are used as 
cattle feed, cassava can be 
refined into a couscous 
which, like gari, is in 
demand in Europe, espe- 
cially among African com- 
munities. 


The crop can 
grow in poor soil 
and survive 
droughts when 
other crops fail 


Cassava also has a number 
of industrial applications - 
starch, for example, is being 
produced from the crop for 
use in specialised markets. 

The breakthrough into 
export markets has been 
made possible by high-yield- 
ing varieties of the crop, 
developed at the Interna- 
tional Institute of Tropical 
Agriculture in Nigeria. 

Whereas traditional varlet- 


cuts in other economies. 

The precious metal was 
"fixed'’ at $292.70 an ounce 
in the afternoon in London. 
$2.10 higher than the morn- 
ing fix and $3.80 above 
Wednesday afternoon's fix. 
Later in Europe, gold was 
quoted at $293.80. $4 up on 
the previous close in New 
York. 

World oil markets were 


ies yield about nine tonnes a 
hectare, the improved 
strains can give fanners 
27-33 tonnes a hectare. They 
have turned cassava into a 
highly profitable crop, espe- 
cially as fertilisers and pesti- 
cides are not needed. The 
improved varieties are also 
more resistant to a disease 
called cassava mosaic virus, 
which farmers have long 
fought; it is hardly surpris- 
ing that they are in big 
demand. 

"Cassava is probably the 
most under-rated crop in the 
tropics,” says Cheikh Sour- 
ang of the Some-based Inter- 
national Fund for Agricul- 
t u ral De velopmen t . the 
United Nations agency that 
helps small farmers. "It is 
not only a food crop, but also 
a commercial crop with 
numerous industrial applica- 
tions; hence its potential to 
generate income for the 
poor." 

Ifad is funding Ghana's 
root and tuber improvement 
programme, which Is help- 
ing to speed up the distribu- 
tion of the new varieties. It 
is hoped that 7SQ.000 of the 
country's 2m farmers will 
have access to the unproved 
planting material within the 
next five years. 

Output of cassava in 
Ghana has grown from 2.7m 


more subdued after rising 
about $1 in the past week. In 
late trading on London’s 
International Petroleum 
Exchange, the benchmark 
November contract for Brent 
blend was $14.61 a barrel 
compared with Wednesday's 
close of JLL52. 

Base metals were mixed 
on the London Metal 
Exchange, with three-month 


tonnes in 1987 to 7.1m tonnes 
in 1996, according to Adjei 
Adjekum. the programme's 
coordinator. He believes the 
new varieties will mean that 
substantially more cassava 
can be produced on the same 
area of land. 

Cassava was first exported 
from Ghana in 1994. with the 
private sector taking the ini- 
tiative. Transport and Corn- 


copper ending up $3 at $1,650 
a tonne and nickel down $22 
at $4,135 a tonne. 

In base metals news. Outo- 
kumpu. the Finnish metals 
group, said a four-day strike 
at one of its smelters would 
cut nickel output by more 
than 400 tonnes and copper 
production by 2.000 tonnes. 
Meanwhile, aluminium ship- 
ments from the US fell 0.8 


modify General, an Accra- 
based company, is responsi- 
ble for most of the exports, 
which are earning the coun- 
try $188,000 a year. 

This figure is set for a big 
increase. The high-yielding 
varieties will mean there is 
more cassava for both 
domestic needs and the 
export market, says Dr 
Adjei. 


per cent in July to l.Sbn 
pounds, the Aluminium 
Association reported. 

On the London Interna- 
tional Financial Futures and 
Options Exchange, cocoa fell 
in thin volumes, closing £5 
lower at £1,018 a tonne. Mal- 
aysia yesterday estimated its 
cocoa production this year at 
90,000-100,000 tonnes against 
106.000 tonnes last year. The 


Ifad is working with the 
Food and Agriculture Organ- 
isation of the UN and Cana- 
da’s International Develop- 
ment Research Centre to 
finalise a global market 
study of cassava. Intrigu- 
ingly it is the poorest form- 
ers who grow most of the 
cassava in Ghana and who 
stand to gain from its devel- 
opment. 


country, one of the world’s 
larger producers, said the 
crop had been hit by drought 
in the first half of the year. 

Coffee made bigger gains 
than of late, the November 
contract ending $39 higher at 
Si, 630. The International Cof- 
fee Organisation meets again 
today in an attempt to reach 
a deal on the international 
coffee agreement. 


By Part Solman 

The London International 
Financial Futures and 
Options Exchange will 
decide by the end of the year 
whether to switch to elec- 
tronic trading for commodity 
futures products. 

This follows Liffe's 
announcement on Wednes- 
day that it is bringing for- 
ward the launch of Liffe 
Connect, its computer-based 
platform, for its financial 
contracts from June to April 
next year. 

“Electronic trading for 
commodities futures is 
under review. There are no 
firm plans yet but a decision 
will be made by the end of 
the year,” Liffe said yester- 
day. 

Formal consultations had 
not yet begun with members 
and traders, it added. 

Cocoa and robusta coffee 
are Liffe's two main com- 
modity futures contracts, 
though the exchange also 
has contracts for white 
sugar, wheat, barley, pota- 
toes and Biffex. the Baltic 
Freight index which tracks 
ocean freight rates for dry 
cargo. 

All business is carried out 
on the trading floor except 
white sugar, which is 
already traded electronically 
using the FAST (fast auto- 
mated screen trading) sys- 
tem, and was transferred to 
screens in 1986 in an effort 
to allow wider participation 
in the market 

However, many commodi- 
ties traders are concerned 
that while screen-based 
systems might be acceptable 
for financial products, they 
will prove unsuitable for 
commodities. 

"Cocoa and agri-futures in 
general have a lot of forward 
trading, with a very active 
switch market.” one cocoa 
trader said yesterday. “Trad- 
ing in that way would be 
much harder on screen. 

“The edge is to spot some- 


thing before someone else 
does. With screens, every- 
body sees the same thing at 
the same time." 

Traders are also concerned 
that locals - who operate for 
their own accounts thus rais- 
ing trading liquidity - will 
not use the l/>ndon market 
once it is screen-based. 

And they say the lass of 
human contact could dam- 
age the nature of the futures 
trading market. 

“When people talk about 
market sentiment they are 
talking about a general feel 
among traders on a floor. 
That won't exist under elec- 
tronic trading.” one trader 
said. 

Futures exchanges 
throughout the world are 
under increasing pressure to 
move to electronic dealing, 
which is cheaper to maintain 
than a trading floor. In 
April. Matif of France. 
Europe's fourth largest 
exchange, moved to elec- 
tronic trading and closed its 
dealing floor just seven 
weeks later. 

Eurex, the European 
futures exchange created by 
the merger of Deutsche Ter- 
minbdrse (DTB) of Germany 
and Soffex of Switzerland, is 
also based on electronic deal- 
ing. 

Both the Chicago Board of 
Trade and the Chicago Mer- 
cantile Exchange, the big- 
gest US futures exchanges, 
are engaged in screen-based 
trading projects. 

Also, a new electronic 
exchange set up by Cantor 
Fitzgerald, the broker, and 
the New York Board of 
Trade, was launched last 
month. 

Until relatively recently. 
Liffe had emphasised it was 
committed to pit-based trad- 
ing for all contracts, includ- 
ing financial products such 
as equities and bonds. How- 
ever, the success of screen- 
based competitors such as 
DTB has forced it to embrace 
electronic trading. 


Gold jumps after Greenspan’s hint on rates 
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Hfah 

tow 

Vol M 


price ctangs MWi 

low 

W 

Ent 


price chnge H#i 

Low 

vet fat 


Sep 

2930 

+40 

2870 

2870 

7 7 

Sep 

7205 

+10 

- 

- 

51 

Sep 

988 

-0 

988 

988 

23 31 

Oct 

Oct 

2930 

+40 

294.7 

2900 

385 8.917 

Nov 

7285 

- 7305 

7300 

210 

2440 

Doc 

1018 

-5 

1022 

1012 

1032 67.297 

Dec 

Dec 

296.4 

+30 

297.4 

2920 20.657 79.753 

Jan 

74.75 

- 7506 

74.75 

09 

2008 

Mar 

1047 

-2 

10* 

1041 

849 38.588 

Feb 

Feb 

290.1 

+30 

2990 

2950 

321 17.107 

Mar 

76.75 

- 7705 

78.75 

25 

1.846 

iter 

1065 

-1 

1068 

1080 

42 15,012 

Apr 

Apr 

299.8 

+3.7 

3000 

2970 

346 11003 

May 

78.75 

- 7900 

7900 

35 

1089 

Jtf 

1083 

-1 

1081 

7061 1056 0.082 

Job 

Jan 

3010 

+3.7 

3020 

300.6 

375 14.814 

TOW 




339 

7083 

Sfa» 

1100 

-1 

1099 

1095 

86 26.069 

Ang 

Total 





24008774019 

■ WHEAT C8T RflQte eat tenB/BOUt aflrieO 


Total 





2027 168043 

Total 


l AATTMM NYMGt (50 Troy at. S/troy oz) 


Oct 

3609 

+54 

382.4 

3550 

1.173 

8409 

Jn 

3601 

+4.4 

3610 

3570 

623 

3.191 

Apr 

361.1 

+44 

- 

- 

100 

150 

Jul 

362.1 

*44 

- 

- 

5 

31 

Total 





1,796 12011 

■ PALLADIUM IMCX (100 Troy ol: Stay KJ 


Sap 

29200 

+600 290.00 2B4.00 

S 

10 

Dec 

287 00 

+6.00 28800 282.00 

124 

20B7 

Mar 

284.50 

*600 

- 

- 

- 

328 

Total 





124 

3033 

■ SLYER CWffir 6.0W Troym; a} 


Sep 

5110 

+11.1 

5100 

5000 

425 

363 

Dec 

515.3 

+110 

5170 

5020 16.103 53.753 

Jen 

5175 

♦110 

510.0 

5100 

_ 

53 

«*r 

519.1 

*169 

5200 

5Q90 

678 10,400 

May 

5210 

+1D9 

- 

- 

25 

1.784 

M 

524 1 

*100 

5200 

5115 

145 

2007 


ENERGY 

■ CRUDE OIL NTM0C It .000 fcarefc. S/totrw 


Latest Day's 
price cMftpi lAgh 
16 OG -0.25 16.10 
1616 -021 16.20 
15-29 -024 1629 
1636 -020 16.36 
1645 -0.19 


Dec 
An 
Feb 
Mar 
te 
Total 

■ CRUDE OU. M Sftwrofi 


1645 
1650 *014 16 51 


Opoo 

Lo* W M 

10.05 62.767 I25.A 
15.78 31.016 79.978 
15-90 7.199 42061 
16D1 3.4SO20.554 
16.11 3.130 19016 
1826 1.148 11.995 
138088480007 


flpm Day*a Open 

price change High Ue W H 
Nov 14 61 -009 14.67 14.31 20-36! 78.473 

Dec 14 81 *0 15 14.86 1450 9.124 53471 

Jan 14 89 +0.15 1401 14 61 (.501 37.609 

Feb 14.96 -i).<3 1502 14.72 1,940 17.538 

Mar 1460 -0.13 1430 14.80 10 13273 

Apr 15.11 - 15.18 15.16 SO 0.369 

ratal o/i nfe 

■ HEAHW6 OIL NYMB 1 +2000 IS 0N&: BUS gafej 
Latest Oar's 
price etoega 
42.30 +0.39 

4350 +003 
4480 -053 
4670 +0.58 
48.35 +058 
46.70 -0.73 


Oct 

Nov 

Dec 

Jan 

m 

Mer 

Total 


Mgh 

42.55 
4300 
44 85 
45.75 
46.40 
4870 


Open 

uw vm n 

41.50 14.954 28515 
43.71 3.873 40.171 
4385 3,873 26,463 
44.85 1,603 24,608 
878 18,958 
414 16.595 
33013W1.O57 


4560 

45.90 


BAS 00. (9? CVKKWH 


#23 3.602 
34 1^66 


7510 +0 IS 7540 74 10 6.787 X1.(195 
- 16 2.101 
4 1.214 


Oct 

Nov 

Dec 

Jen 

Feb 

Mar 

Total 


Sett Hay's 
price change High 
128 75 +0.75 129.25 
131.75 *0.75 132 JO 
1 34.25 *125 134.75 
13850 +100 137.00 
13850 *0.75 139.00 
140.00 +1.00 14000 


law 
126 JO 
129150 

131.75 
134JJ0 

136.75 

137.75 


Open 
Vtt M 

6.017 31.614 
3.152 21300 
2,143 37.899 
232 1&563 
0513597 
325 7.988 
135001 84538 


■ NATURAL QAS fft (1JX» Tsnaa, jWW W SWTtf 


Oct 

12400 +0.020 11450 12330 

475 

4080 

No* 

14020+0040 K080 13960 

210 

3.U5 


Total 1510 28,485 

■ NATURAL SAS HYMBf HO.OOO mrrtBu; Smua8m.i 


GottTniy c;i 
liree 
Oomoci 
Mcnang fit 

Afternoon A* 

Day’s tftgfe 
Ba’s Iws 
Pitnota dsa? 
Logo Ufa Mae 
i manui 


SBver Ffc 

Spat 

SBvw Lending Rate 


5 pmx 

E euiev 

Sfreqiw 


Laten Days 


QpW 

2®: 60-Si to 




price criange High 

LOW 

W fat 

29150-29180 



Oct 

2190 +0.059 2225 

2110 41.742 38041 

290 « 

T 72.535 

405896 

MW 

2440+0066 2460 

2340 11063 31048 

292.70 

173 3UJ 

407 

Dec 

2620 +0.049 2640 

2550 

4038 32026 

294 a) -294 50 



Jan 

2670+0051 2090 

2010 

3.765 3IL576 

maw®*! 



Feb 

2540+0045 2550 

2495 

1.542 20.953 

i392i>2Kni 



Mar 

2370+0028 20M 

2035 

1001 19,300 

GoM Lcrefiog Rates CVS USSI 

Total 



67056277093 

.„ .. 4.7J 6 months _. 

3 95 





4.61 12 monte 

3.54 

m unworn sAsoue 



- -4.43 



NTMEX (42.000 US ga8s- CAIS g»J 




Latest Day's 
pries cringe High 
4630 -057 46J0 
4030 -0.57 46.40 

46.65 *0.50 46.70 
47.00 -0J2 47.15 

47.65 -0.15 47.90 

48.30 - 48.40 


Low VM 

45.10 16.191 
45.30 9,353 
45*2 1354 
46.60 776 

47.40 303 

4830 1.4*4 

nm 


0p« 

fat 

20.355 

30.348 

9.062 

4.680 

3.421 

zm 

mm 


Dec 

me 

Hay 


27X75 +450 28100 
29375 *480 294.75 
30225 +2.75 304.M 
312.75 +330 31350 
320.50 +125 318JM 
33100 +300 330.00 


Sap 
Dec 
Total 

■ MAIZE C8T (5400 Du life; 


27125 18,775 84.478 
28800 2395 28.058 
29600 584 5.094 

307-50 1062 11049 
31*50 1 405 

32300 125 414 

23050 130,100 
tMM) 


■ COCOA CSCE 110 lomr Stains 


Dec 


20800 +100 208.75 204.50 
2Z10O +250 22100 21700 
228-25 +200 228.75 22500 
234.75 +2.75 23500 231 50 
24000 +200 24000 23805 
248.50 +225 24900 Z462S 


MW 

Jid 
Sep 
Dec 
Total 

■ BARLfT UFFE (100 Bames; £ per 


18,419 75000 



7205 

+105 

. _ 

Nw 

7200 

♦0.15 7225 72.50 

34 756 

Jn 

75.00 

- 7550 75X0 

34 672 

Mar 

76 65 

-0.35 

60 

Iter 

7703 

-0.35 

23 

Total 



88 1013 

■ SOYABEANS C8T RQOOxj nn cantsIGOB busbefl 

Nov 

53100 

*4.75 533.00 S2625 29.728 91052 

Jn 

54050 

+373 54300 53750 

2.796 25937 

Mar 

551.00 

+175 55300 54900 

1.781 20.090 

■ter 

56005 

+400 562.75 55800 

837 8.053 

Jul 

56800 

+4 00 S70.00 58700 

2.563 11,793 

Aag 

56900 

+4 00 567.00 566.00 

3 644 

Total 



38089 183019 

M SOYABEAN 00. C8T (60.00DO»s: certjAW 

Od 

3499 

+002 25.20 2497 

5016 21082 

Dec 

2523 

+0E 25.42 25.18 11791 41443 

Jn 

2530 

- 2500 2503 

1088 12.007 

Mar 

2522 

+0.02 2502 25.08 

903 16000 

Mn 

25.15 

*0.07 2520 25 05 

228 8089 

Jul 

2517 

4107 25.15 2505 

1036 8099 

Total 



23015 119012 

M SOYABEAN MEAL CUT 1100 tons; Star) 


Oct 

127.7 

*13 

1270 

126.4 

6101 

21.780 

Dec 

1324 

+10 

132.7 

1310 11071 

66360 

Jen 

1349 

+1.4 

135.0 

1330 

1.357 

16.1*2 

Mar 

1390 

+1.1 

7390 

1370 

1.003 

15.121 

May 

1430 

+14 

143 4 

1420 

337 

7.97E- 

Jul 

1410 

+10 

1446 

146.9 

1055 

8.199 

Total 





220661*3038 

■ POTATOES UFFE 120 tonnes: £ per tonoa 


Nor 

SOD 

_ 

_ 

- 

_ 

3 

Mar 

1300 

- 

- 

- 

- 

- 

Apr 

167.0 

+25 

167.0 

1645 

07 

1013 

*te 

1770 

+25 

- 

- 

- 

29 

Joa 

187.0 

♦2.5 

- 

- 

— 

- 

Total 





67 

1013 

M HtfJflMT fBFFEX) UFFE SlOrindex pars; 


Sep 

915 

+7G 

912 

912 

_ 

91 

Oct 

970 

+10 

975 

970 

47 

435 

Jan 

9S5 

-ID 

1000 

995 

5 

419 

te 

1010 

- 

1010 

1010 

- 

201 

Jul 

905 


- 

- 

- 

204 

TOM 

Ctose 

Prer 



1« 

10S1 

TO 

911 

906 






PULP AND PAPffi 

■ PULPEX (MX (USS. ?4 rir Oy twi 

Saa Day's Open 

price change Mgh Low W let 
Dec 42600 -500 42600 42600 20 354 

Mw 444.50 -7.00 44600 44400 25 122 

TOM 

FUTURES DATA 

AS futures ctsla sxxHej trr CMS. 


Wool (ram Motet & Co 
Trie Newcastle sate tesud demand (or line 
Ausiralan wools. Fine merino categories In 
New Zealand were lower. But keen conpe- 
tation saw British wool prices advance for 
die third successive sate. Australia's main 
eastern martat Indicator led by one cent to 
516 cents a Vg. Trie northern and western 
regional Indicators closed the moek two 
cams down. Tin New Zealand market hefr 
carer gamed 13 earns » *21 NZ cents a 
Jtg, with the strong irxflcator 17 cents 
higher but the fine tnefeetor IQ cents tower. 
The South African mariwt dosed abort 4 
per cent tower, thanks to the strengawrung 
tee rand wetost .trie US dollar 


1527 -0 1548 1 51 B 3,359 33082 

1566 -5 1585 1558 491 21.233 

1592 -5 1608 1588 257 6.420 

1619 -5 1641 1615 170 1078 

-4 1647 1647 
-3 


27,164180069 
3.492 64.358 
753 24.446 
2080 35.120 
271 5.777 
1.096 15069 
34088 328L7D2 


Dee 
Mar 
May 

Jul 

Sep 1645 

Dec 1673 

loot 

■ COCOA nCCO) (SDR-ston^ 


45 1.706 
- 20 4001 

40*2 73056 


Sep 23 
My 


sop 

1718 

+45 

1700 

1675 

107 

1.154 

Nw 

1632 

+41 

1637 

1590 2002 18,707 

Jn 

1568 

+24 

1575 

1542 

795 

7082 

Her 

1541 

+20 

1543 

1520 

2*50 

2056 

Maf 

1524 

+19 

1512 

1512 

201 

1.224 

Jta 

1514 

+19 

1518 

1500 

22 

440 

Total 





3087 31084 

M COfFS T CSCE 07,5009s; centamo) 




Dec 

104.00 

+005 105.00 10240 $074 18.B92 

Mar 

10205 

*0.70 10130 10100 1.722 

7.743 

May 

10305 

*1.10 10400 10300 

127 

3.428 

Jd 

105 00 

+1.50 104.75 10405 

37 

1.MS 

Sep 

10600 

+720 105.75 105.75 

S3 

1.427 

Dec 

10630 

+1.M 10750 10700 

63 

435 

Total 



8076 33024 

M COFFEE UCQj (US cens/poundl 




.9205 


Sep 23 

Comp, daft y — ...— 

1 5 dnr average 9502 

■ WHITE SUBAR LfFE (50 tonnes Statne) 


Dec 

215.1 

-1.5 

2180 

215.0 1.198 15027 

Mar 

220.1 

-19 

223.0 

220.0 

920 14093 

Hay 

2240 

-20 

22E 8 

2250 

70 

2.407 

AUfl 

227.4 

-23 

223.7 

2290 

73 

1.783 

oa 

226.4 

-15 

2290 

2290 

73 

1006 

Dec 

231.1 

-2.4 

- 

- 

- 

136 

Total 





2032 34032 

M SUGAR IV CSCE flliOOOBw CWlClau 



Oct 

69? 

-0.12 

7.17 

63722.809 31.112 

Mar 

709 

-0.05 

705 

7J82108S 85088 

May 

7.50 

*802 

700 

T.48 4.522 15077 

JU 

701 

— 

709 

7.90 1.570 9032 

Oct 

Total 

708 

-001 

6.05 

708 521 9,173 
51048 158,401 


M COTTON NICE ptLOOPfas: centsftB 

Oct 7108 -213 74 00 7100 591 327 

Dec 740* -1.83 75.79 7380 6028 40048 

Mar 73.75 -1.30 74.75 7300 1035 21062 

May 7370 -1J» 7400 7340 238 10087 

Jd 7305 -1.05 7400 7300 254 6.782 

Total 8002 88088 

M ORANGE JUKE toTS |15J0Cte census 

Nm 103.40 -1.35 10505 102.20 1.442 15.683 

J» 1ft 45 -105 107.90 10500 469 7064 

Star 109.35 -100 11000 10805 92 4.382 

May UTS -1.40 11105 1M0Q 10 976 

Jel 11375 -105 114.X 11300 12 318 

Sep 115.75 -1.55 11700 117.30 - 36 

Total 203* 28061 


VOLUME DATA 

Open Herat and Volume date shown lor artraefa 
saw on COMEX. KTVEX CUT, Ifftt. Ctt. CSCE 
onfl FE Crufe CM am one oay In arrears Wwr$ & 
Open Wool toLfc are loral traded monte. 


INDICES 

• Reuters (Base: 1819/31 - KM 

Sep Z* Sep 23 milli ago 
14750 14740 1509.7 

l» ago 

1ffl64 

■ CRB Futures iBase- 1967 * 100) 


Sep 23 Sap 22 matt ago 

21U09 202.70 

• 6SCI Spot (Base; 1970 e iflta 

jearago 


Sap 23 Sap 22 nontb ago 
152.53 15320 141A4 

U4E WAREHOUSE STOCKS (tones) 
Msnktm 
Atsnntoni aoy 
caw 

v»a 
MCM 

aoc 
m 


year age 

198.45 


-5S 

O 

508025 

+640 

HI 

77000 

*5025 

to 

393,450 

-375 

fa 

114,825 

+84 

a 

58.770 

-450 

■ 

388,479 

+90 

to 

8.420 


MEAT AND LIVESTOCK 

M UVE CATTLE CME (40, 0004s: ertsfl^ 

Sett Daf* 

Piter change Mffii 
60075 -0.1 X 60900 
611M - 63.150 

63075 +0225 64000 
65025+0050 65050 
62.700+0075 82.750 
62000+0.100 62025 

MlEMtROfiSCMEHaOOOtec: 



Piter Pm. dry 

1211.13 1206 66 

M COFFEE IfFE [5 tennea; Stone) 


OC1 

41050+0025 42.100 41050 3049 

10030 

Dec 

26050-0025 40050 39000 2040 

13.447 

Feb 

43075-0.175 44.150 43050 1.184 

6010 

Apr 

45025-0075 46000 45000 

158 

1082 

Juo 

54.425-0000 54750 54.400 

274 

1062 

M 

55.175-0.825 55.800 55.100 

33 

585 

Total 


7043 

34753 

M PORK Bans CME (4000088: centstts) 


Feb 

48000+1050 48000 47000 

774 

2.835 

Urn 

48750+0675 48000 46000 

68 

232 

May 

49000+1000 48.100 48000 

3 

24 

Total 


851 

3,124 


LONDON TRADED OPTIONS 


Pm. day 
9309 
9604 


Sbta prices lonw 

-Cfata- 

— Puts “ 

M ALIMMUM 





(997%) LIE 

NW 

Feb 

Nw 

Feb 

1350. 

23 

39 

58 

49 

1400 . .. 

9 

74 

37 

77 

1450 _ . . 

2 

117 

22 

in 

M COPPER 





Ktate A) LME 

Nw 

Feb 

Nw 

Fab 

1600 . 

80 

24 

118 

55 

1700 . . 

30 

74 

69 

104 

1800 

8 

15? 

37 

170 

■ COFFEE ISTE 

Hm 

Jen 

Nw 

Jan 

1550 . .. 

91 

74 

3 

56 

1600. 

54 

51 

22 

83 

1850 

30 

35 

48 

117 

M COCOAUFFE 

Dec 

Mar 

Dec 

Mar 

975 

56 

87 

13 

16 

1000 ... 

40 

67 

22 

2D 

1825 — 

27 

53 

34 

31 

M BRBfT CRUDE PE 

Od 

Nw 

Oct 

Nw 

1400 

. 

194 

. 

- 

7450 

46 

- 

44 

- 


LONDON SPOT MARKETS 

M CRIOE OIL FOB (per barren 


+or- 


Difaal Sl4.15-40ix -0225 

Kan Shu dated) 51404-403 +0.19 

Bruit Btend (Noe) SI 4. 76-405 *0.19 

W.T1 SI 607-6.08* *000 

■ oa- Paopucra NWEpmmpt defa wry OF (temwi 

Prartum Sasofcne S157-I59 -2 

8as 01 Si 30-131 +1 

Heavy Fuel 0* Sn-73 

Ntertte 5132-135 *3 

Jel hid $147-149 +1 

Diesel 5143-144 

M NATURAL 6A5 IftncaUflam) 

Barton (OdJ 1205-12.40 

Aaefetm *pus TM Ltr*n t«ril 3S9 STB 

m oner 


Cold (pw troy 04* 

Star {per tray 
PteSnun SerWy ol) 
PataAim (per any oil 
Cooper 

Lead (US prod) 

Tin (Kuate Luropu] 

Tta (KnrrodO 
CaflW (Me weRTO 
Sheep {MaweVD 
Pigs (Me wtigJtt 
lav at sugv fvQ 
Lon. day rags (wte) 

Barfay (Big, 

Mace (US m Yefcw) 
Wheat (US Qarii Nor8« 
Alter (Mff 
Alter ?fav)V 

Mbe r (KLflSSHoll 
Coconut a IPNCf 
Pefan 08 (Matey jf 
Can (PMb§ 

5oyaOesTS (US) 

Ca&n OoDurAr ate* 
WMteps 1848 SHWJ 

CRrOMBfaitMibiead 

ig ■ Banyan y StoOa 

man lUeinHee 
iZBaaa d tC ** 


S280L45 

46X00C 

S3560O 

S284JJ0 

790C 

45JKIe 

2O03r 

2810 

TSJJOp 

71L72p 

3&98p 

517600 

S21R40 

too 

ensjffl 

uai 

480OP 

48.00P 

26300m 

64507 

TOflj) 

54l2Jy 

153.07 

65.10 

Z79p 


+350 

+600 


+0.76" 

-4.14* 

+I0JT 

-300 

-100 


+im 


-000 

-21 


Deate o (S0B r lUBRr 
so. Tioto Pteteri. 5 w 
Oeigi ee «M( tSnad oi 



CROSSWORD 

No.9 J96 Set by ORENSH 



ACROSS 

I Fighting lethargy (8) 

5 A figure revered in father’s 
place of worship (6) 

9 Right time to start yielding 
assets (8) 

10 Country figures exclude 
university IS) 

II A bit of a wet that sound 
government reject f8) 

13 Hold, and by end of day be 
level (6) 

14 Sign of diminishing intelli- 
gence? (5,5) 

18 Gone 1 . Given no right of 
employment (4-6) 

22 Lines work back, with 
energy and effort (6) 

23 Going to get rather attrac- 
tive (8) 

24 Salesman’s poor deal in 
public relations (6) 

25 Defence reply with certain 
satisfaction (8) 

26 About to consider buy-back 
C6) 

27 Got annoyed after a dose 
shave? Hardly (8) 

DOWN 

1 Tailless primate managed 
to communicate (6) 

2 A good mixer sho wing no 
stress (6) 

3 In final, attempt to go 
round t6) 


4 Emotion expressed 
during day-trip (10) 

6 Inclination to put a 
IS) 

7 Away on holiday? 
rash 

8 Saw when first testi 

13 Down with alcohol t 

15 Clever treatise give 
a lot of stick (8) 

16 Broke the rules, bui 
final edition (8) 

17 Lack brief on a i 
genocide (81 

19 Fights fools sqi 
credit (6) 

20 Ceremony where 
head is deposei 
replaced rg> 

21 Accepted hunger afl 
day (61 

Solution 9.795 




* 



4 


*r 




r »- 
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FINANCIAL TIMES FRIDAY SEPTEMBER 25 I99X 


LONDON SHARE SERVICE 


ALCOHOLIC BEVERAGES 


C0HSTRUCT10H - Contimsd 


Wo* Pres 

ffiSPSK 01 — ' w Si it 

ttisid? wg :* 


Uwttk 
i»n low 


K VSiwv YTd 

hs DOB >3fs RE Nas Pries 1 

2a J,J2) S£ IQ* teH 050 fit ffl 

« ,§i 112 KM +4 

H _ f|t9L> - Taa? Dudes -.-T ZKb -2$ 
17.19* *1 147 ft?Z— ZZ-'.l IS ^5 

- 22 16E VS X 74'i® 

- ifi «3 Guptas fi film 

18 42 IDS Btomonw fii Ijm, 

- 64 - IIMHUk fit saWl 


SfcmB 3p ; I 

KSK^ri*^ 5 

Seagram CS SitE +fl 


52wtk . 
lojfi Un 
Ittjj 110$ 
238 133$ 
TOB !<4 

& ft 


BfBINQlBiG - ConSntttd 

IUm YId 
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Global pressures reverse Footsie’s early gains 


MMN^R^RT 

By Peter Jofin 

At first it looked like Alan 
Greenspan had pulled it off 
again. 

Comments cm inflation by 
the chairman of the US Fed- 
eral Reserve led to a rise of 
more than 3 per cent in the 
Dow Jones Industrial Aver- 
age late on Wednesday and a 
consequential jump of more 
than 100 points in the Foot- 
sie first thing yesterday. 

However, severe concerns 
about a US hedge fund, data 
showing the worst UK man- 
ufacturing output for five 


and a half years and the 
announcement of big losses 
for one of Switzerland's most 
established banks proved too 
much. 

The FTSE 100 index 
turned around and slid back 
throughout the morning and 
afternoon to close 47.1 lower 
at 5,167.6 after a two-day rise 
of 224.4 points. 

Evidence that the pressure 
was more macro-economic 
than UK-generated came 
from the more domestically- 
based indices. Both the 
mid-cap and small indices 
ended higher on the day. 
The FTSE 250 rose 16.1 to 
4.580.3 and the Smallcap 


edged ahead 0.2 to 2,032.8. 

The first htow to the Lon- 
don market was the revela- 
tion that Long-Term Capital 
Management, the US hedge 
fund, was being bailed out to 
the tune of S3.5bn. 

On its own. the rescue 
operation was not significant 
but as a taste of things to 
come it was seen by one 
strategist as “a harbinger of 
systemic risk that is now 
becoming very scary". 

And Richard Coleman, 
financial analyst at Merrill 
Lynch said: “There are 
several thousand hedge 
funds in the world. 
How many more of them 


need to be bailed out?" 

Shortly afterwards, the 
Confederation of British 
industry presented data that 
pointed to slowing domestic 
demand and export orders at 
their lowest level since 1983. 
The combined figure was, 
said the CBI, the most nega- 
tive since February 1993. 

The data were largely in 
the market and taken more 
as a disincentive for opti- 
mism than a reason to sell. 

But they were followed at 
lunchtime by news that 
UBS, the Swiss bank, was to 
make an announcement 
shortly before the close of 
UK trading. Speculation 


ranged from the bank mak- 
ing a bid for a rival such as 
JP Morgan or Morgan Stan- 
ley to news of big losses 
linked to the US hedge fund 
problems. 

In the event, UBS came 
out with a warning, which 
sent a shudder through 
investment banks already 
worried about their own 
trading picture, of wide- 
ranging losses. 

"For anyone working in 
this Industry.” said Richard 
Kersley of CSFB. “one finds 
it a sobering experience.” 

The general picture was 
not encouraging UK funds to 
pick up stock and one head 


of sales trading suspected 
the big Institutions had 
decided to write off the cur- 
rent quarter and sit on their 
hands until the final quarter 
Opens in a week's time. 

Nevertheless, there were 
buyers around - particularly 
from overseas - to mop up 
the profit-taking, and 
two-way business saw vol- 
ume jump to l.lStoa shares 
by Spm. the top of the near 
term range. Turnover was 
boosted by some big tax- 
related trades in BTR and 
heavy switching in Tesco 
and Asda. Between them the 
three stocks accounted for 
more than 1 15m shares. 
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Diageo 

under 

pressure 

C0MPAN|ES REPORT 

By Joel KIbazo and Martin Brice 

Food and spirits giant 
Diageo lost an early bounce 
as figures in line with expec- 
tations were followed by a 
cautious outlook. 

In the 12 month period to 
the end of June, the com- 
pany reported profits of 
£L&5bn against £1.93bn. 

Although the numbers 
were a relief, an analysts’ 
meeting with the company 
did little to allay concerns 
over the company's 
operations in Latin America 
and Asia. There was also 
concern about the perfor- 
mance of the company's 
PiHsbury foods unit, which 
was expected to have a 
tough year because of pres- 
sure on its lower val- 
ue-added products. 

The shares, which peaked 
at S35p, fell to 43Sp before 
steadying to close 21 off at 
497p. after trade of 17m. 

John Wakely, a long-term 
bear of the stock remained 
unimpressed with the com- 
pany's performance. He said: 
“I am pleased the market 
has been able to see through 
Diageo. The fact that in fis- 
cal 1998 there appeared to he 
limited impact from emerg- 
ing markets will make this 
year even more difficult." 

The poor sentiment in 


Diageo spread to Allied 
Domecq leaving the shares 
2S off at 424 'ip. 

The ending of arbitrage 
pressure on Micro Focus 
combined with a bullish pre- 
sentation to 30 institutions 
at Dresdner Klein wort Ben- 
son to power the shares to 
one of the best performances 
in the market. 

The shares gained almost 
17 per cent, or 43V* to 300p as 
some 2.5m were traded. In 
recent months they had been 
under intense pressure 
because proprietary trading 
desks, particularly in New 
York, took advantage of the 
arbitrage opportunity offered 
in the terms of the takeover 


FT 30 INDEX 


of Intersolv of the US. That 
takeover was completed yes- 
terday. 

A presentation to institu- 
tions by Kleinwort's MidCap 
team and the support ser- 
vices analysts was accompa- 
nied by a strong “buy" note 
that set a price target on the 
shares of 5S2p. 

News that US hedge fund 
Long-Term Capital Manage- 
ment was being bailed out at 
a cost of $3.5bn cast a 
shadow over UK financial 
stocks. 

Market specialists initially 
attributed the slide in invest- 
ment trust manager Perpet- 
ual to the events surround- 
ing Long Term. However, 
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one banking analyst said 
later that the retreat was 
prompted by a downgrade 
from Cazenove. The shares 
lost 485 or 15.41 per cent to 
£26.62%, the worst performer 
in the FTSE 250. 

M&G Group was also out 
of favour, the shares declin- 
ing 135 to filljSfti. 

Barclays drops 

Among retail banks. Bar- 
clays reversed early gains 
after it confirmed it was part 
of a consortium of banks and 
investment firms that have 
agreed in principle to pro- 
vide new financing to 
Long-Term Capital. 

However. Barclays was 
said to have indicated it did 
not expect a negative Impact 
on Its own profit and loss 
account as a result of the 
move. 

The prospect of a turn on 
the cycle of petrol prices 
prompted James Frost, the 
chairman of Save Group, to 
spend £2.85m on 4m of the 
company's shares yesterday. 

The stock, which has come 
under severe pressure as 
competition on pump prices 
has increased, gained 3 to 
76%p. It stood at 269p three 
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years ago when the Price 
Watch promotion by Esso 
began. 

Mr Frost, who made the 
purchase by exercising 
options at 72p a share, said 
the UK petrol retailing mar- 
ket was “set to produce an 
increasingly realistic return 
for the continuing operator” 
as Price Watch entered its 
final stages. 

Ian Jermin, analyst at 
house broker Credit Lyon- 
nais. said: "We believe prices 
will get back to pre-Price 
Watch levels in the medium 
term, and Save is likely to be 
a beneficiary of consolida- 
tion in the industry.” 

General demand for 
resource stocks made Billi- 
ton the best performing 
stock in the Footsie. The 
shares dosed 8 up at 132p. 
Rio Tin to was also boosted 
by the same sentiment, the 
shares gaining 25% to ffllp. 

Among food retailers. 
Asda declined 7% to 167p, 
after Credit Lyonnais Secu- 
rities cut its profit forecasts 
and downgraded its recom- 
mendation on the stock to 
“sell" from “hold". 

The broker's profits fore- 
cast for the year to the end 
of April 1999 was cut to 
£410m from £430m and the 
following year's figure 
reduced to £43 Om from 
£470m_ Turnover was 26m. 

Credit Lyonnais remains a 
buyer of Tesco, also a busy 
trade with volume of 24m. 
The shares eased 4V*% to 
167p. 

The extraordinarily high 
volume of 65m shares traded 


in BTR was accounted for 
largely by its buy-back pro- 
gramme as well as a big tax- 
related trade. Yesterday 
Cazenove bought 17.4m 
shares at about lUV*p and a 
print of 25.ua went through 
the system first thing at 
l0l,S3p a share. The shares 
ended slightly lower at Ulp. 

LucasVarity started to see 
the benefits of its decision to 
move its domicile to the US 
as some 13m shares were 
traded amid a series of meet- 
ings with US institutional 
investors. Capital, the US 
investment group, said it 
had increased its stake in 
the engineering company 
from 4.3 per cent to 6.1 per 
cent. LucasVarity closed 
down 2 at 198p. 

Engineering group FKI 
gained 5V* to ilfiVip ahead of 
a visit by institutional inves- 
tors and. analysts to the com- 
pany’s operations in Wales. 

Enterprise rewarded 

Renewed bid speculation 
combined with positive dis- 
covery news to drive Enter- 
prise Oil 24 K ahead to 

414V*p. 

Many analysts had expec- 
ted attention to shift away 
from Enterprise after it fell 
out of the FTSE 100 this 
week. However, there an 
those who believe consolida- 
tion In the oil sector will 
continue and the UK oil and 
gas explorer is the most 
likely takeover target in 
Europe. 

Schroders was reported to 
have initiated coverage of 
the stock with a favourable 
recommendation while 
Credit Lyonnais Securities is 
also a buyer. 

Enterprise, along with its 
Norwegian co-venturers 
Saga Petroleum and Statoil, 
announced the successful 
appraisal of a gas discovery 
70km from Achill Island off 
the west coast of Ireland. 

Rival Lasmo was also in 
demand, the shares harden- 
ing 2 to 172p. in solid trade 
of 16m. 
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MARKETS 


Greenspan launches shares on roller-coaster c^^p n ta k es 


WOFOOVEI^EW 

World mar kets underwent a 
roller-coaster day yesterday 
as hints by Alan Greenspan, 
chairman of the US Federal 
Reserve, of a possible cut in 
interest rates led first to an 
upward surge in equity 
prices, followed by profit- 
talcing and concern over 
bank exposure to global eco- 
nomic turmoil. 

Mr Greenspan's remarks 
on Wednesday before a con- 
gressional committee 


prompted a big rally late 
that day on Wall Street, with 
the Dow Jones Industrial 
Average closing up 257.21 
points at 8.154.41. 

His comments, and Wall 
Street’s rally, buoyed Asian 
stocks at the start of yester- 
day's trading. 

In Japan, the Nikkei 
closed up 3 per cent at 
14,205.78, even though the 
head of the country's main 
apposition Democratic party 
said it could not accept 
prime min ister Keizo Obu- 


chi’s latest proposal on 
banking reform. 

In Hong Kong, the Hang 
Seng index jumped 4.4 per 
cent while Thailand's SET 
index leaped 1830 points, or 
8.2 per cent, to close at 
250.18. 

European markets also 
opened bullishly, with many 
indices putting on more than 
2 per cent in early trading, 
but then reversed to close 
sharply lower. Measured by 
their main stock market 
indices, Frankfurt fell by 


2.36 per cent, Switzerland 
was down 2.46 per cent. 
Paris dropped 1.25 per cent 
and Milan was 1.07 per cent 
lower. 

Europe bad already been 
troubled by the overnight 
rescue of Long-Term Capital 
Management, the US hedge 
fund, thanks to a S3.5bn bail- 
out led by a group of Ameri- 
can and international banks 
and co-ordinated by the US 
Federal Reserve. 

That highlighted afresh 
the exposure of banks to 


financial market turmoil and 
market anxiety grew when 
UBS. the Swiss banking 
group, scheduled a news 
conference for after the clo- 
sure of most European 
bourses. 

Shares in UBS Tell 11 per 
cent and Deutsche Bank 
nearly 10 per cent. UBS 
eventually announced it 
would take a third-quarter 
loss of up to SFribn fSTOOm) 
due to emerging market tur- 
moil. a downturn in the 
equities business and its 


exposure to Long-Term Capi- 
tal Management. 

By the end of the Euro- 
pean trading day. Wall 
Street was busily taking 
profits from Wednesday's 
rally, while the mood was 
more downbeat, focusing 
more on the potential for 
further international eco- 
nomic gloom. 

However, some analysts 
saw scope for gains in the 
run-up to the US Fed meet- 
ing next week which will 
consider interest rate policy. 


Banks tumble Hedge fund fears hit Zurich 
on Long-Term 
Capital woes 


AMERICAS 


Wall Street failed to follow 
through from Wednesday's 
strong rally, with plunging 
financial shares pushing the 
benchmark indices lower in 
early trading, writes John 
Labate in New York. 

Enthusiasm for a possible 
cut in interest rates, after 
Federal Reserve chairman 
Alan Greenspan's congres- 
sional testimony on Wednes- 
day, faded in the morning as 
profit-taking and earnings 
concerns set the tone. 

Financial shares, espe- 
cially in the banking sector, 
took a tumble as investors 
continued to sift through the 
fallout after the near- 
collapse of Long-Term. Capi- 
tal Management one of the 
leading hedge funds. 

Among those banks taking 
big hits were Chase Manhat- 
tan. down $3*/. or 7 per cent 
to $46*/*. and Nationsbank, 
off $3% to $55%. 

"It's a reminder to every- 
body of how substantial the 
losses can be when you are 
in a financial crisis,- said 
Hugh Johnson, chief invest- 
ment officer at First Albany. 

By early afternoon the 
Dow Jones Industrial Aver- 
age was down 87.28. a fall of 
more than 1 per cent, to 
8,067.13. The Standard & 
Poor’s 500 was down 14.31 at 
1.051.78. 

Less weak were technol- 
ogy and small-cap shares, 
lifted by renewed buying of 
internet shares. The Nasdaq 
composite fell 16.67 to 
1,743.60 while the Russell 
2000 index of small company 
shares came off 2.27 to 
373.73. 


Coca-Cola fell $& to $57 
after announcing plans for 
an analyst meeting on Fri- 
day to discuss the impact of 
the global economy on its 
third-quarter performance. 

J.P. Morgan was off more 
than 5 per cent or $5V« to 
$87$. Morgan Stanley Dean 
Witter fell more than 9 per 
cent to $52ls after it reported 
lower third-quarter earnings. 

Bucking the downward 
trend of the broader market. 
Bristol-Myers Squibb 
climbed $2$ to $102 after 
Prudential Securities raised 
it to “strong buy". 

Internet shares continued 
to climb with America 
Online up $2 to $117$. The 
market's first IPO in weeks 
also made its debut. Shares 
of eBay, an online auction 
service, shot up to $49%. 
against an $18 flotation 
price. 

TORONTO was pulled 
lower by Wall Street and the 
TSE 300 edged down 42.16 or 
0.7 per cent to 5,97230. 

Of the 14 sub-indices. 10 
were lower as investors 
remained cautious. Financial 
services fell 2 per cent with 
Canadian Imperial Bank 
down 70 cents to C$30.25. 
Bank of Nova Scotia lost 55 
cents to C$26 and Royal 
Bank of Canada declined 
C$150 to C$65.60. 

Utilities were down l per 
cent with Northern Telecom 
falling 60 cents to C$62.35 
and BCE. the telephone 
group. 75 cents to C$4950. 

Gold and precious metals 
bucked the trend thanks to a 
rise in the bullion price in 
London. The sub-index rose 
4.3 per cent, with Barrick 
Gold up C$1.30 to C$3050. 


Sao Paulo falls back 


SAO PAULO retreated on 
profit-taking after its li per 
cent rally the previous day. 
and the Bo vespa index Tell 88 
or 1.2 per cent to 7.1S3. 

Declines on Wall Street 
also triggered selling. Enthu- 
siasm over an international 
aid package which President 
Fernando Henrique Cardoso 
had called for also petered 
out in spite of a $l.ibn loan 
by the Inter-American Devel- 
opment Bank on Wednesday. 

BUENOS AIRES edged 
higher after opening lower 


on profit taking. The Merval 
index, which posted two con- 
secutive days of gains, rose 
1.27 to 400.40. 

MEXICO CITY lost earlier 
gains on profit-taking and 
the EPC index fell 70.41 to 
3331.78. 

Foreign buying had sup- 
ported earlier gains, but that 
was outpaced by investors 
trying to lock in profits. 

SANTIAGO gained mar- 
ginal ground on gains in 
Asia, with the IPSA index up 
15.60 to 3399.68- 


Shares in ZURICH gave up 
early gains as the market 
was hit by fears that Swiss 
banks had exposure to 
Long-Term Capital Manage- 
ment, the US hedge fund 
which will be bailed out by 
its creditors. The SMI index 
closed down 15550 or 2.5 per 
cent to 6,168.70. 

Investors were unnerved 
by an announcement by the 
Swiss B anking Co mmissi on , 
the industry watchdog, that 
it had called for leading 
banks to supply information 
on their exposure to LTCM. 

■ UBS. which called a post- 
market press conference, fell 
SFr44 or almost 11 per cent 
to SFT365. After the market 
closed, the bank said it 
would post third-quarter 
losses of between SFr500m 
and SFribn because of losses 
In emerging markets and its 
equities business. It also said 
it would write down 
SFr950m stemming from 
investments in LTCM. CS 
Group declined SFrlO.20 to 
SFrl82- 

Some blue chips which 
had risen in early trading 
lost ground by the close. 
Novartis fell SFri6 to 
SFr2551 and Roche SFr250 
to SFrl5350. 

Insurance companies 
bucked the trend and held 
on to their gains. 

Zurich Allied gained 
SFrlO to SFr790 while 
Swiss Re gained SFr66 to 
SFr2.924. 

FRANKFURT also saw a 
steep slide for bank shares 
with sector leader Deutsche 
Bank off more than 9 per 
cent As a result, the Xetra 
Dax index ended the elec- 
tronic session with a decline 
of 111.62 to 4.61134, a full 253 
points short of the day's 
high. 

The sellers moved heavily 
against the banks in early 
afternoon on the news that 
UBS of Switzerland planned 
a post-market press 
conference. 

Deutsche Bank fell DM9.80 
to DM93.80 and Dresdner 
Bank DM6 to DM69. Com- 
merzbank gave up DM1.72 at 
DM49.58- 

Computer leader SAP, 
buoyed by recent broker 
upgrades, ran into profit- 
taking. losing DM77.30 to 
DM851.70. 

Mannesmann dipped 55 
pfg to DM146.4G in spite or 
an upgrade to "outper- 
former” by BNP which takes 
a positive view of the 
group’s telecoms operations. 

PARIS ended within a 
whisker of its session low 


UBS 

Share price and Mot rebaaed 



with the CAC 40 index down 
3730 at 3386.48. The bench- 
mark reached 3,544.59 in 
early trading, but heavy sell- 
ing of hanlfg ari d nils turned 

sentiment on its head. 

The banks fell steeply on 
worries about contributions 
to the $35bn needed to res- 
cue Long-Term Capital Man- 
agement. the crippled US 
hedge fund. Paribas and 
Society Gdn6rale, which 
announced they would be 
taking part in the rescue, fell 
FFr2030 at FFr364 and FFr26 
to FFr744. BNP gave up 
FFr12.40 at FFr34650. 

Oils succumbed to profit- 
taking. A strong market 
lately on oil price gains, 
Total lost FFr50 or 6.7 per 
cent at FFr700 and Elf-Aqui- 
taine FFr42 at FFr719. 

LVMH fell FFr46 to FFr829 
after a profit warning and a 
downgrade from Morgan 
Stanley Dean Witter which 
moved to “neutral" from 
“outperform'’. Hermes, in 
contrast, surged FFr37.10 or 
11.1 per cent to FFr372.10 on 
strong first-half results. 

Rhone-Poulenc announced 
that its Centeon blood 
plasma joint venture would 
shortly resume production 
and added FFr1050 at FFr232 
as a result. Merrill Lynch 
raised Pechiney to “interme- 
diate buy”, sending the 
shares up FFr12 at FFr173. 

Advertising agency Publi- 
cis gained FFr60 or 6.7 per 
cent to FFr950 after reaffirm 
ing strong profits growth 
this year. 

AMSTERDAM closed off 
1.13 at 969.37 on the AEX 
index after a day of widely 
fluctuating share price 
movements. 

Results enthusiasm at 
French steel rival Usinor, 
sent Hoogovens up FI 3 to 
FI 6130. Lehman Brothers 
lifted Unilever from “outper- 
former” to “buy", pushing 
the shares up FI 620 or 5.1 
per cent to FI 127.40. 

Share buyback plans and 
news of strong progress 


US rate hopes boost Tokyo 


ASIAPACIRC 

Hopes- that the US would 
soon lower interest rates 
sent TOKYO sharply higher, 
although fundamental con- 
cerns about Japan's ailing 
banking system and corpo- 
rate profits remained, writes 
Alexandra Harney in Tokyo. 

The Nikkei 225 Average 
rose 415.97 to 14205.78. Dur- 
ing the day. the index swung 
between 13.896.79 and 
143975. The Topix index of 
all first-sector stocks added 
2.7 per cent or 27.84 to 
1,078-01 in moderate trading. 

Volumes were steady at 
459m shares traded, with 
advancing shares outnum- 
bering losers 871 to 296. In 
Osaka, the OSE index rose 
444 to 14592. 

Fishing and forestry was 
the only sector to post a 
decline, falling 0.1 per cent. 
Banks were up 2 per cent 
and other financial compa- 
nies surged 4.6 per cent. 
Rubber products soared 8.91 
per cent. 

Steel stocks, electronics 
blue chips and banks domi- 
nated trading. Nippon Steel, 
the steel industry leader, 
was up Y12 to Y190. after 
hitting record lows earlier 
this month. NKK led the 
market in volume to close 
down Y3 to Y80. 

Long Term Credit Bank, 
which is at the centre of a 
stalled debate over a plan to 
tackle the banks' bad and 


problem loans, improved Y3 
to Y24. 

Sakura Bank was up Yl to 
Y225. and Fuji Bank gained 
Y7 to Y373. 

Sumitomo Trust, which 
has agreed an alliance with 
LTCB. lost Y5 to Y352 after 
reports that the merger 
might be in trouble. 
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Electronics groups, which 
have sagged amid gloomy 
profits forecasts recently, 
rallied. Hitachi was up Y45 
to Y610. NEC improved Y45 
to Y926, and Toshiba 
climbed Y33 to Y504. 

Tokyu Tourist was tbe 
day’s leading faller. tum- 
bling 15 per cent to an 
all-time low of YU0 on con- 
cerns about Japan’s cash- 
strapped travel industry. 

HONG KONG jumped on 
easing currency pressures 
which allowed interest rates 
to subside. Both local and 
mainland Chinese money 
market rates eased lower. 


The Hang Seng index 
gained 33032 to 753451 after 
leading stocks rose strongly. 
HSBC added HK$6.50 at 
HK$ 144.50 and Cheung Kong 
put on HKKL20 to HKS34.60- 
The red-chip and H shares 
indices rose 5.7 per cent and 
85 per cent respectively. 

JAKARTA responded to a 
better day for tbe rupiah and 
news of a rescheduling of 
$45bn of sovereign debt with 
the benchmark composite 
index rising 1931 to 2S2.16- 
Turnover totalled Rp300bn. 
Tobacco giant Sampoerna 
gained Rp350 or 16 per cent 
to Rp2,100. 

SEOUL pushed higher as 
foreign funds spent a net 
Won62.9bn, their heaviest 
single day purchase since 
May. 

At the close, the Kospi 
index was up 18.82 at 310.75 
with volume up more than 
50 per cent on Wednesday’s 
level at S05m shares. Sam- 
sung Electric surged more 
than 10 per cent, rising 
Won4.050 to Won37.950. 

BANGKOK dosed sharply 
higher as hopes of a rate cut 
in the US spurred heavy 
buying of blue chips. The 
SET index closed up 183 to 
250.18 with entertainment, 
energy and finance stocks 
leading the way. 

Comments by the Thai 
finance minister predicting 
an easing of bank lending 
rates spurred local buying. 

Entertainment stocks 
t 


jumped 5 per cent, energy 
gained 11 per cent and 
finance stocks added 10 per 
cent National Finance rose 
BtO-50 to Bt3.70. 

Banks were the most 
actively traded, with the sec- 
tor rising 53 per cent. Krung 
Thai Bank, the most active 
issue of the day, rose Bt0.70 
to Bt7.io. and Bangkok Bank 
rose Bt0.75 to Bt23.75. 

MANILA shrugged off tbe 
closure of Philippine Air- 
lines (PALI and the compos- 
ite index closed up 60.56 to 
152055 in tandem with other 
markets in the region. 

Financially troubled PAL 
was forced to close at mid- 
night on Wednesday as long- 
running negotiations 
between management and 
labour unions collapsed. 

PAL’s closure boosted 
Interest in Air Philippines 
International, which owns 
one of three leading local 
airlines. Air Philippines rose 
by its daily limit of 12 centa- 
vos to 36 centavos. 

Philippine Long Distance 
Telephone, the market 
heavyweight, rose 85 pesos 
or 10.6 per cent to 885. 

SYDNEY ended at its best 
level for more than a month 
with the All Ordinaries 
index up 41.3 at 2,614.9. 
Banks led the upturn, 
spurred by hopes of lower 
global interest rates. NAB 
rose 67 cents to A$2155 and 
Westpac 33 cents or 35 per 
cent to AS9.78. 


within its life sciences divi- 
sion, lifted chemicals leader 
DSM FI 350 to n 16350. 

Fallers were led by ABN- 
Amro, which came off FI 1.50 
or 4.1 per cent at FI 35, and 
Royal Dutch, down FI 2 at 
FI 9650. Fashion group 
Gucci tumbled FI 550 at 
FI 7030 after a steep fall in 
Asian sales cut into second- 
quarter earnings. 

MILAN fell victim to polit- 
ical uncertainty over the 
government’s budget, and 
the Mibtel index lost 206 or 1 
per cent to 18387. 

Banca di Roma, the most 
active issue of the day. fell 
L71 to L253Q after rumours 
of a merger with BCI drove 
the shares higher in the 
morning. BCI fell 1588 to 
L8598. 

RAS, the insurer, rose 
1587 to LIS, 686 after announ- 
cing a 67 per cent rise in 
first-half net profits to 


L276bn. Investors were 
encouraged by comments 
from the company that full- 
year results would also 
improve. 

Fiat, which gained ground 
in spite of weak results, lost 
L124 to L4.4S9. 

MADRID lost its early 
gains as Latin America- 
related shares fell back on 
profit taking, and tbe gen- 
eral index closed down 9.11 
or 13 per cent to 702. 

Stocks with Latin Ameri- 
can business ties, which had 
rebounded earlier in the 
week, fell prey to profit tak- 
ing. Banco Bilbao Vizcaya, 
which had risen 25 per cent 
since Monday, fell Ptal30 or 
7.9 per cent to Ptal520. 

BCH lost Ptal5 to Ptal,330 
while Santander declined 
Pta5 to Pta2350. Telefbnica, 
however, gained PtalO to 
Pta5,430. 

Utilities were firm with 
Iberdrola up Pta20 to 
Pta2.430 and Endesa adding 
Pta80 to Pta3355. The indus- 
try ministry reached an 
agreement with tbe electric- 
ity sector for liberalisation 
and securitisation of costs. 
Credit Suisse First Boston 
reiterated its overweight 
recommendation. 

Telepizza lost Pta40 to 
Ptal,050 in spite of a 46.5 per 
cent rise in first-half profits 
and an optimistic outlook for 
full-year results. 


Written and edited by Jeffrey 
Brown, Eralko Terazono and 
Peter Hafl 


The dismal showing for 
Sweden’s ruling Social Dem- 
ocrats in Sunday's general 
election has left the coun- 
try's stock market stirred, 
not shaken. 

The prospect of a greatly 
weakened SDP government 
relying on the former com- 
munist Left party and small 
Green faction raised fears of 
share volatility and further 
pressure on the krona. 

Although the market has 
reacted adversely to the poll 
result, talk of steep price 
falls and currency turmoil 
has proved exaggerated. 

Tbe AfSrsvarlden general 
index has fal len 43 per cent 
this week and the krona has 
lost ground against the 
D-Mark. 

But given that the index is 
down 16 per cent on the 
month and the krona has 
been bumping along the bot- 
tom of its historical trading 
range against leading Euro- 
pean currencies, the election 
fall-out could have been far 
worse. 

“The reaction has not been 
as violent as you might have 
expected, especially when 
you hear the communists 
are gaining influence," said 
Klas Eklund. group chief 
economist at Skandinariska 
Enskilda Banken. 

But he explains the mod- 
est market reaction by say- 
ing that most analysts had 
already discounted the pros- 
pect of a weaker SDP gov- 
ernment before the election. 
Moreover, the financial com- 
munity also recognises that 
the Left and the Greens - for 
all their political gains - will 
not derail the country's solid 
economic growth prospects. 

Although the Left may be 
demanding public spending 
increases, it cannot force the 
SDP into a dramatic change 
of direction because of 
expenditure ceilings already 
agreed in parliament. And 
Erik Asbrink. the finance 
minister, has made clear 
there is very little room for 
any changes to the measures 
being finalised for the Octo- 
ber 13 budget 
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1998 FIRST HALF RESULTS 


France Telecom, 
1998 First 
half results 
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Fnvt Half Revenues rose to FF 77,9 billion, a 3,59b increase compared to the frst half 
oi 1997. After the decline in tariffs over the past two years, this increase is noteworthy 
and stems from a combination of the following factors: 

• Increased overall telephone traffic: objective achieved 

Total telephone traffic rose 8396 in the first half compared with 6.696 in 1997. 

• The explosion in mobfle telecommunications services 

Revenues from mobile telephones increased 47.7% in the frst tort of 1998. The number 
of moble suscribere passed the 4 milton mark in July 1998. The target of five million 
subscribers, imtiaDy set for 2000, could be achieved as soon as yew-end. 

• Expanding data transmission services 

Spurred by Internet; revenues from leased fines and data transmission services rose 
more than 13% in the first 6 months of 1998. The volume carried over Internet alone 
quadrupled and Wanadoo surpassed 300.000 subscribers in Jtiy. 

• Faster expansion In Europe 

Consoldated revenues from activities outside of France mse 37* (trig the first half ovmg 
to growth in mobile tetecommixwatxtts usage. This was despite the deconsolidation of 
the mobile service marketing activities in Germany but includes the consolidation 
of Cl Telcom in the Ivory Coast and Casema BV m the Netherlands. 

The growth strategy affected operating hcome before special items and net income. 
Operating income before special items was FF 14.3 tiiflion in the first half of 1998 
compared to F 16.6 bffion in the frst half of 1997. Net ncome amounted to FF 7.6 b#on 
compared to FF 8.9 bffion the year before. As forecast, the following factors had a 
strong impact on 1 998 frst half results: 

• Successive tariff cuts made in 1997 had their full effect in the first half, but they 
should have less of an effect in the second half of 1998: and 
•Investments’ linked to infrastructures and required by growth in mobile 
telecommunications. The infrastructure in France was largely completed in the first 
half Q( 1998 and France Telecom's mobile network now covers 97% of France's 
territory. Furthermore, expanded international operations, particularly in mobile 
telecommunicatiQns, required additional investment and marketing efforts during 
their start-up phase which had a negative impact on income. 
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France Telecom is one of the world's leading 
telecommunications operators and ranks 
prominently among foe French fisted 
companies. 

The Company has one of foe most modem 
and extensive networks in foe world. 

France Telecom is continuing to broaden 
its international scope with foe prime 
objective of strengthening its presence in 
Europe. 

The first half of 1998 was marked by 
increased growth in total telephone traffic, 
mobiles, data transmission and Internet use 
all in the context of full competition. 

France Telecom focussed its efforts in the 
first half of 1998 on benefiting from 
increased competition. The second 
characteristic in foe first half of 1998 was 
European expansion, which exceeded 
forecasts. In Italy, in Switzerland, in Spain and 
m Portugal, France Telecom seized foe 
opportunities offered by both fixed-tine and 
mobile telephony services, often alongside its 
partner, Deutsche Telekom. 

For the second half of 1998, France Telecom 
expects international activities to continue 
to increase due to additional investments 
made in El Salvador and Senegal. 

Mobile telecommunications will continue to 

grow at a fast rate and this activity should be 

increasingly profitable as foe market grows. 
Finally, the Internet is expected to continue its 
exponential growth. 
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As Mr Eklund and other 
analysts point out. tbe only 
real threat posed by the Left 
and Greens will be if they 
force Mr Asbrink to tear up 
his public spending and 
inflation targets, or change 
the rules governing central 
bank independence. 

It Is clear that Mr Asbrink 
and G6mn Persson. the 
prime minister, would be 
reluctant to do that. 

On the other hand, the 
business climate trill not be 
improved by the likely post- 
ponement of income tax 
reforms and any changes in 
labour market deregulation. 

The recent stock market 
decline owes more to diffi- 
cult trading conditions and 
restructuring problems at 
particular companies, than a 
political malaise. Shares in 
Ericsson. Sweden’s largest 
exporter, have declined more 
than 20 per cent on the 
month on Tears it is losing 
ground to rival Nokia and Its 
overexposure to Asia. Other 
liquid stocks, such as Astra 
and Gainbro. have also been 
hit by trading problems. 

"From the peak this year, 
the Swedish market has 
Fallen in line with most 
other European bourses - 
down about 25 per cent." 
said SteFan Ortmark at 
Enskilda Securities. 

“That decline has been 
about Asia and hard-hit 
industrial sectors.” 
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RAZILIAN FINANC 


Brazil's government must walk a 
treacherous path between a 
controlled slow down and 
recession, says Richard Lapper 

Between a 
rock and a 
hard place 



& 


5*-t ! A 

:y o* v; i rf 



VESTMENT 


1 

* 


President Fernanda Henri que . 
Cardoso has had a tougher Sep- 
tember than he can possibly have ■’ 
imagined when he planned his 
campaign for next month's presi- 
dential elections. And the test 
has had little to do with the polit- 
ical challenge presented by the 
President's main opponent. Luiz 
Inacio Lula da Silva of the 
left-wing Workers Party. Presi- 
dent Cardoso has enjoyed a com- 
fortable opinion poll lead for 
most of the year but as the elec- 
tion day approaches, the cam - 
paign is little more than a side- 
show to the bigger contest he is 
waging with international finan- 
cial mar kets. 

Since the Russian default and 
devaluation In mid-August. Bra- 
zil’s stock and bond markets 
have been hammered and the 
country's reserves eroded at an 
alarming pace. Stocks fell by 
nearly 40 per cent from the begin- 
ning of August to September 2L 
Brazilian bond prices have 
slumped to their lowest levels 
since the Tequila crisis of 1995. 
Brazil has lost some S20bn in 
reserves in the same period. In 
response the government has cut 
spending by $4bn and increased 
domestic interest rates to nearly 
50 per cent, well above the levels 
to which they were temporarily 
lifted last October, as the interna- 
tional financial instability began 
to spread beyond Asia. 

The sharpness of the fall has 
put the government on a defen- 
sive footing and even raised ques- 
tions about the survival of the 
Real plan - the exchange rate 


regime that has been the corner- 
stone of the country’s counter-in- 
. flationary strategy since 1994. 
-The plan - according to which 
the real trades against the dollar, 
within a pre-set band and depre- . 
dates by 7 per cent a year - lias 
been impressively successful In 
many respects. 

Hyperinflation has been 
defeated. Only four years ago 
prices were increasing at more 
than 2 ,000 per cent a year, ren- 
dering any serious business plan- 
ning impossible. In 1997 prices 
rose by only 3.4 per cent and. this 
year, inflation was down to 1 per 
cent in the 12 months to July. 
President Cardoso has continued 
to open the Brazilian economy to 
international competition - aver- 
age tariff barriers fen to 14.4 per 
cent by 1995, less than half the 
level of 1990 - exposing Brazil’s 
highly protected domestic indus- 
tries to unprecedented competi- 
tion and forcing through rises In 
productivity. 

According to a recent study by 
McKinsey, the international man- 
agement consultancy, sectors 
such 36 cars, airlines, steel, tele- 
communications. food retailing 
and construction saw double 
digit annual productivity growth 
between 1991 and 1995. 

The government has acceler- 
ated the dismantling of the corpo- 
rate state built up since the 
1940s, by selling companies in the 
telecommunications and utilities 
sectors. Last year it- raised 
$17.8bn through privatisations, 
compared .with -$14JJbn between . 
1991 and 1996. In July, Brazil sue- 
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The way ahead: Mr Cardoso must not let market turmoil deflect him from addressing the da&Cit and poverty 


cessfully sold Telebr&s, its giant 
telecommunications company, 
raising $l9.3bn in Latin Amer- 
ica’s biggest ever privatisation. . . 

Foreign investment has flooded 
into the country in other sectors 
as welL This- year - in spite of 
the steep decline of the stock 
market - the international com- 
panies are expected.: toy invest 
$22.5bn in’BrazDl ' 


The country’s banking system 
has been strengthened. Following 
a string of takeovers in 1997 and 
1998. well capitalised foreign 
banks - such as HSBC of the UK, 
ABN Amro of the Netherlands,. 
Santander and BBV of Spain - 
have effective control of 19 per 
cent of the banking system, com- 
pered with 10 per cent at the end 
of 1996. : 


Many smaller and weaker 
banks have disappeared - 


competent,” says Roger Wright, 
managing director of First Bos- 
ton Garantia. “They know what 
has to be done." 

However, in spite of these suc- 
cesses investors have become 
increasingly concerned about two 
elements of the Brazilian econ- 
omy. widening current account 
and fiscal deficits. 

Since 1995. Brazilian imports 
have increased much more 
quickly than exports. Trade sur- 
pluses registered during the 
period between 1990 and 1994 
have become trade deficits. 
According to Latin American 
Consensus Forecasts, a specialist 
publication, the trade and cur- 
rent account deficits will fall to 
$5k6bn in 1998 from $S.4bn in 19 97, 
but the current account deficit 
will still amount to $30.4bn, 
nearly 4 per cent of GDP. 

Until the recent turmoil, Brazil 
could count on a combination of 
direct investment and debt on 
the capita] markets to finance 
this gap. However, over the past 
few weeks the premia paid by 
Brazil and other emerging mar- 
ket borrowers have increased and 
the markets will be effectively 
dosed for many borrowers. 

There are fears In some quar- 
ters that direct investment will 
begin to slow. ‘’Financing com- 
mitments for new projects will 
bave to be looked at again," says 
Floris Deckers, executive 
vice-president of ABN Amro, the 
Dutch bank which acquired 
Banco Real earlier this year. 

- Investors are even more con- 
cerned by the failure of the gov- 
ernment to control public 
finances. The fiscal deficit has 
risen to 73 per cent in the 12 
months to June, partially 
because of sharp rises in social 
spending by federal and stale 
governments. In addition, 
though, the rise in interest rates 
since last October - and espe- 
cially this month - has added to 
the burden. Interest payments on 
domestic debt amount to more 
than 6 per cent of GDP. 

“The policy mix of loose fiscal 
policy, tight monetary policy and 
-a strong currency is not sustain- 
. able." says Marcelo Carvalho, 
economist at JP Morgan in S&o 


between 1995 and 1997 31 banks ‘Paula “In the international eco- 


were liquidated and 74 changed 
ownership - and regulation and 
supervision has been tightened. 

.Brazil's economic management 
is widely respected m both the 

national and inte rnational busi- 


nomic turmoil long standing eco- 
nomic challenges have come to 
the surface." 

Two months ago - before the 
Russian default and devaluation 
- an electoral triumph for Presl- 


ness communities. -it. iR.a.jary vdgnt .ripTdncp TPfinlflfi if>- of fe r a 
good team, they are techmcalTy' reTa ffvely'clear'' path' 


these difficulties. A new Cardoso 
administration would plan to 
start reducing the fiscal deficit to 
around 3 per cent of GDP within 
three years by raising taxes, cut- 
ting spending and introducing 
tougher pensions reform- 

Continued privatisation - sales 
in the electricity and other sec- 
tors are expected to generate 
some $24.1 4 bn in 1999 and 
51 3. 89b n in 2000 - would also 
help bring down debt. By con- 
vincing markets of the plan s 
credibility, the government 
hoped to be able to reduce inter- 
est rates and further ease fiscal 
pressure. Some economists sug- 
gest that a faster depreciation of 
the currency - Increasing the 
current annual depreciation of 
the Real against the dollar from 7 
per cent lo possibly n nr and 12 
per cent might also form part of 
the strategy. 

President Cardoso's electoral 
victory looks every bit as assured 
now - his opinion poll lead 
increased at the end of last week 
- as It did at the beginning of 
August but the plunge in the 
markets and erosion of reserves 
has mode things much more diffi- 
cult. 

Already recent rises in interest 
rates have added to the stale of 
the domestic debt, increasing 
debt service payments by some 
Rfibn a month, or nearly u.7 per 
cent of GDP. The market turmoil 
will make it much harder fur Bra- 
zil to finance its external deficit 
m-xt year, which is likely to lead 
to a slow down in imports. This 
combination of fiscal and exter- 
nal pressures Is expected to lend 
the economy to sluw down. 
Growth Is already expected to 
drop to L6 per cent cent in 199R - 
from 3 per cent tn 1997 - and Mr 
Carvalho is forecasting that the 
economy will contract by 2 per 
cent next year. 

The problem though is that too 
sharp a reduction of economic 
activity could lead to a sharp 
decline in tax revenues, under- 
mining fiscal plans and prompt- 
ing further capital flight. 

Brazil then seems to be poised 
between a controlled slowdown 
which would give it time to sort 
out its finances, on the one hand, 
and a potentially self-defeating 
spiral of fiscal austerity and 
recession on the other. Investors 
will be left to place a lot of faith 
in the government's positive past 
record in bath managing and 
evading crises. As Mr Deckers 
observes: “They are very good 
<r-7T-* 
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2 BRAZILIAN FINANCE & INVESTMENT 


PUBLIC FINANCES « by Richard Lapper 

The bottom line 


The priority is to 
tackle a deficit 
which has left 
Brazil hostage to 
turmoil elsewhere 

Whoever wins Brazil's 
presidential elections next 
month, there is little doubt 
that the state of the coun- 
try’s public finances will be 
a priority for the new gov- 
ernment. 

Brazil's fiscal deficit has 
been the outstanding con- 
cern of foreign Investors dur- 
ing recent turbulence on 
financi al markets. And the 
failure to follow through on 
commitments to reduce the 
deficit after the Asia crisis 
first hit Brazil last October, 
Is one of the main reasons 
why the country’s markets 
have had such rough treat- 
ment this year. 

Fund managers, invest- 
ment banks and credit rating 
agencies have all highlighted 
both the scale and recent 
growth of the deficit as the 
main threat to economic sta- 
bility. 

"Fundamental weaknesses 
in public finances critically 
constrains Brazil's credit- 
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worthiness and could 
threaten financial stability if 
not addressed expeditiously 
by the President and Con- 
gress to be elected next 
month.” says Lacey Gal- 
lagher. analyst with Stan- 
dard & Poor’s, the credit rat- 
ing agency. 

At the heart of the prob- 
lem is a state apparatus that, 
in spite of recent reforms 
and privatisations, remains 
overstaffed and inefficient. 
This is. in part, a heritage of 
the corporatist development 
model, adopted by Brazil in 
the 1940s and 1950s. But, in 
addition. Brazil's federalist 
political system leaves many 
spending and tax raising 
decisions up to individual 
states, some of whose pow- 
ers were enhanced by the 
1988 constitution. 

Including interest, pay- 
ments and spending by the 
federal government, states, 
municipalities and public 
sector companies climbed to 
7.8 per cent of GOP in the 12 
months to June and, accord- 
ing to some economists, it 
could rise to more than 8 per 
cent by the end of the year. 

The operating public defi- 
cit accounts for only about 1 
per cent of this amount but 

. hika&itri production 
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has deteriorated signifi- 
cantly since 1995. According 
to figures published by Citi- 
corp, the US bank, during 
the early 1990s Brazil regis- 
tered a primary surplus but 
tn 1995 the surplus declined 
to 0.36 per cent of GDP and 
was transformed into deficits 
- of 0.09 per cent of GDP in 
1996 and 0.94 per cent in 
1997. Although public sector 
companies remained In sur- 
plus -'except during 1995 - 
both the central government 
(from 19Q7 \ and state govern- 
ments (from 1995) fell into 
deficit. 

This year, the government 
has found It difficult to con- 
trol state spending in the 
run up to elections next 
month. But the critical issue 
bas been the government's 
inability to control the 
mounting costs of a social 
security and pensions sys- 
tem, described by Ms Gal- 
lagher as "bankrupt and out- 
rageously expensive”. 

Tbe deficit of the publicly- 
funded system for private 
sector workers alone will 
reach l per cent of GDP in 
2996 and - unless reforms 
are introduced - will rise to 
2 per cent in 1999. In addi- 
tion to that, however, obliga- 
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There is a clock in 
downtown Rio de Janeiro... 




tlons of state and federal 
government to public sector 
workers consume a further 5 
per cent of GDP, with each 
retiree on average receiving 
$15,000. compared with GDP 
per head of only about 
$44500. 

Matters are made very 
much more complicated, 
however, by tbe structure 
and costs of servicing the 
country's internal debt. Over 
the last four years the gov- 
ernment's gross debt bas 
grown partially because it 
has assumed liabilities that 
were previously undocu- 
mented. 

According to Felipe Gar- 
da, analyst in New York 
with IDEA, the economic 
consultancy, the debt 
increased from R179bn in 
January 1997 to R305bn at 
the end of July this year. 

fix addition, the govern- 
ment is paying more to ser- 
vice tbe debt Interest rates 
were increased to 40 per cent 
in October last year, driving 
the interest bin up to 6 per 
cent of GDP. 

Subsequently rates fell to 
less than 20 per cent but this 
year, as uncertainty grew 
with the crisis spreading to 
Russia, the government has 


...thai has bees niching orer ihe city and the Brazilian people for 
(be last 100 years. 

& has seen world wars. byperinDariooi and currency crocs, changing 
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been less able to persuade 
investors to buy its debt 
paper at a fixed rate of inter- 
est Since May, it has issued 
more and more debt paper 
indexed to the overnight rate 
of interest 

Effectively, this has con- 
verted its obligations from a 
fixed to a floating rate. 
According to Standard and 
Poor’s, the share of such 
debt doubled to 43 per cent 
of outstanding debt between 
May and June 1998 and has 
since increased to about two- 
thirds. As a result, rises in 
rates now have a much more 
direct and severe impact on 
the fiscal deficit. 

This month's two interest 
rate rises - to 29.75 per cent 
on September 4 and to 49.75 
per cent on September 10 - 
have cost it dearly, adding 
about R$6bn a month to the 
cost of debt servicing for as 
long as rates remain at their 
new level. 

As well as their concerns 
about the scale and growth 
of the deficit foreign inves- 
tors have also been bothered 
by tbe government's lack of 
progress in tackling it These 
concerns are all the more 
acute given the administra- 
tion's failure to fully follow 
through on its commitments 
to cut spending, made in 
October in the wake of the 
first bout of Asia-related 
instability. 

Nevertheless progress is 
being made. An administra- 
tive reform - the major aim 
of which is to introduce 
savings, efficiency, produc- 
tivity and merit into public 
service - was approved by 
Congress in March. One of 
its most important planks 


gives the government more 
leeway to dismiss civil ser- 
vants if the public sector 
wage bill of federal or state 
government exceeds 60 per 
cent of revenues. That 
reform alone could lead to 
savings of R$7bn - roughly 
0B per cent of GDP - but 
these will take some time to 
come Into effect. Citicorp 
says it believes “fiscal 
savings will only start occur- 
ring in significant amounts 
after 2000". 

The Brazilian congress has 
recently agreed to speed up 
reforms of the pensions sys- 
tem, which is expected to 
yield gains - overthe first 12 
months - estimated at 
R$4bn. 

And, earlier this month, 
the authorities made a legal 
commitment to increase pri- 
mary budget surpluses over 
the next four years. The 
reform - which includes 
commitments to meet fixed 
targets was touted as pert of 
a sea change in fiscal man- 
agement. 

Pedro Malan. the finance 
minister, leaves no room for 
doubt about his commitment 
to reform. “Brazil has no 
alternative but to cany out a 
fiscal adjustment that is 
credible, lasting and that, in 
reality, indicates that the 
federal, state and municipal 
governments cannot system- 
atically incur expenditures 
that greatly exceed its tax 
collecting capability." 

If Brazil foils it will only 
be “transferring the problem 
to the future, increasing the 
debt - internal or external - 
and running the risk of 
bringing back inflation*’, he 
warns. 


CAPITAL MARKETS • by Jonathan Wheatley 

Growing 

pains 


T he are 

-wOrrif&L Jtob&rtRhbm.the 
OS .Ttediury Secretary . 
admitted test week that 
Brazil had been “the 
■kitojectbf intense \ 

. Attend on" In the US 
Treasury. 

: “Whatever happens in 
Brazil is of enormous 
importance for Latin 
America and also for the 
United-States,” he toki the 
House Finance Committee. 

Until the end of July, 
some .Wall Street types 
Were arguing that the crisis 
had been_a net benefit for 
the US. Sure, exports had 
been hit. but the crisis had 
helped to take some of the 
inflationary froth out of the 
US economy and extended 
the life of the bull market. 

That complacency is fast 
disappearing. Economists 
realise that if there is a 
prolonged crisis in Brazil, 
the direct impact on 
economic activity in the US 
would be anything but 
negligible. One leading US 
banker describes Brazil as 
“the Rubicon" for the US. . 

US exports to Brazil have 
expanded rapidly since 
Brazil started liberalising 
its trade regime at the start 
of the decade. In 1997 the 
US had a trade surplus of 
$5bn with Brazil. As a 
result of the stagnation in 
Asian markets, many 
companies had been hoping 
for even faster growth in 
Brazil and l^tin America 
over the next couple of 
years. And, with the US 
trade deficit already 
expanding and raising the 
protectionist pressures in 
Washington, a devaluation 
in Brazil would be 
particularly unwelcome. 

Brazil is one of the main 
overseas markets for a 
whole range of US 
multinationals. Ford and 
General Motors are two of 
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the main car makers In the 
world's seventh, biggest 
market for vehicles. And 
companies from McDonalds 
to Monsanto are planning : c 
heavy' Investment 
programmes over the next / 
few years. Foreign direct 
Investment by US 
companies in Brazil last 
year alone was S4.6bn^ 

White European banks 
were at the frontline of 
lending to Russia. US 
banks have heavy 
exposures to I Attn 
American countries. At tbe 
end of March. US banks 
had lent $27.2bn to Brazil,- 
more than to either Canada 
or Italy. The US exposure 
to Russia was SSBbn. 

It is no surprise then that 
US commercial banks are 
prepared to put up 
emergency financing for 
Brazil. “If they were to ask 
for help, the response 
would be very positive." 
says William Rhodes, vice 
chairman of Citibank. 

The effect on the US of a 
collapse in Brazil, which 
accounts for 45 per cunt of 
Latin America's gross 
domestic product, would be 
magnified by the wider 
Impact in the region. 
Argentina and probably 
Mexico, the next biggest 
economies, would also be 
plunged into recession, 
along with much of the rest 
of the continent which 
mak es up IS per cent of the 
US exports. 

Edmnr Bacha. one of tbe 
founders of the Real Plan 
and now special adviser at 
BBA Creditanstalt, one of 
Brazil's largest commercial 
banks, goes even further. 

“If Brazil goes, then Latin 
America goes. Without a 
swift recovery in Japan, 
this could push the world 
economy into recession." 

Geoff Dyer 


Macro factors are 
putting the 
markets through 
the mill on their 
way to maturity 

It has been a vertiginous 
year on Brazil's stock mar- 
kets, proving once again that 
the macro picture - be It on 
the national or, more often, 
global scale - far outweighs 
company performance in 
Investor decisions. 

On bond markets, too, the 
government's defence of the 
real with sky-high interest 
rates has pushed the cost of 
borrowing beyond the reach 
of many companies. 

Against this background, 
the development of fully 
mature capital markets in 
Brazil is bound to be a 
lengthy process. 

Some things, however, 
have changed over the four 
years since the introduction 
of the real Low inflation and 
the rigours of a strong cur- 
rency have brought new dis- 
ciplines to the market, allow- 
ing companies to plan ahead 
and encouraging greater dis- 
closure. 

“We’re seeing a gradual 
shift, from the sbort-termism 
of the past to a more 
long-term outlook,” rays 
Robert van Dijk of Bradesco 
Templeton Asset Manage- 
ment in Sdo Paulo, a joint 
venture formed between the 
I Brazilian and US financial 
groups to manage assets for 
corporate pension funds. 
"Since the Asian crisis, the 
perception of risk In equity 
investments has become 
greater and that has pro- 
duced greater demands for 
disclosure. In this sense, 
markets have been maturing 
quickly," 

The quality of equity 
research has certainly 
improved. Several Brazilian 
investment banks have built 
strong reputations on the 
basis of their research. This 
has strengthened their 
appeal to foreign banks 
entering the country and 
helped in negotiating a 
string of buy-outs and joint 
ventures. 

Authorities have also 
worked hard on improving 
the structure and credibility 
of capital markets. Regula- 
tions covering the separation 
of asset management and 
treasury operations among, 
administrators of mutual 
funds, for example, have 


been introduced - although, 
in a typical example of what 
Brazilians call “accommoda- 
tionism". their implementa- 
tion bas been delayed to give 
slower institutions time to 
prepare. 

Horror stories are still 
common; of asset managers, 
for example, hiding profits 
from their clients and yet 
who. under existing regula- 
tions, are doing nothing ille- 
gaL 

At a more prosaic level, 
capital markets still lack 
some of the basic structures 
to allow further develop- 
ment For example, there are 
no ratings agencies to help 
assess the risk of corporate 
bond issues. 

While such structures 
gradually foil into place, cap- 
ital markets continue to be 
dominated by more global 
concerns. 

One reason often given for 
the volatility of Brazil's 
stock markets is their con- 
centration in a small num- 
ber of highly liquid stocks. 
In the past, trading was 
dominated by Telebrds. the 
massive holding company 
for the public sector tele- 
phone network. 

Telebrds was sold in July, 
having first been split into 
12 new bolding companies. 
This has reduced concentra- 
tion to some extent, 
although the telecoms and, 
to a lesser degree, electricity 
and petroleum sectors con- 
tinue to dominate the Sdo 
Paolo Stock Exchange CBov- 
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Fiaes, head of equity 
research at Banco Icatu in 
Rio de Janeiro. 

But the biggest reason for 
Brazil's vulnerability to 
global market turmoil is the 
imbalance in its public 
accounts. Its double deficits 

- a budget deficit of more 
than 7 per cent of GDP and a 
current account deficit of 
about 3.5 per cent of GDP - 
make stability dependent on 
tbe confidence of interna- 
tional capital. 

“The perceived risk is very 
high.” says Mr Fiaes. “When 
a country is trying to under- 
take structural adjustments 
at a time when It is depen- 
dent on external financing.” 

It was the flood of external 
finance from Brazil - foreign i 
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Another reason for the 
Bo vespa's volatility, in fact, 
is Its relative maturity. 
Because it has greater liquid- 
ity than exchanges in many 
other emerging - markets - 
daily volume is typically 
about $600m to $700m - it 
offers the easiest point of 
exit for investors taking 
losses elsewhere; most 
recently in Russia. 

The flight from emerging 
markets following Russia's 
debt moratorium in August 
consequently hit Brazil's 
exchanges harder than most 
The Bovespa recorded its 
biggest daily falls in. eight 
years, far outstripping its 
losses at the height of the 
Asian crisis. Investors’ 
eagerness to get out forced 
stock prices down beyond 
any relationship to book 
value. 

“Investors reduced their 
exposure to the absolute 
minim um,. 1 * says Rodrigo 
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reserves plunged from $70bn 
to less than S50ba in a few 
weeks to the middle of this 
month - that forced the gov- 
ernment twice to raise inter- 
est rates in the space of a 
week. These and other emer- 
gency measures appear to 
have gone some way to 
calming investors' nerves, at 
least temporarily. 

But much more will be 
required of the government 
to convince investors that 
progress will be made on 
tackling public spending and 
the balance of payments. 
Without such progress, 
instability and immaturity 
will continue In capital mar- 
kets, preventing them from 
playing their full role in the 
economy. 
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INVESTMENT * by Richard Lapper 


POLITICS • by Geoff Dyer 
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A favoured nation Cardoso in 


Foreign investors 
do not seem to 
share the doubts 
about domestic 
economics 

Fund managers and 
transnational companies 
frequently take different 
views about investment 
prospects but tbe difference 
can rarely have been so 
marked as in Brazil this 
year. While the stock market 
has steadily tumbled, 
registering a fall of more 
than 40 per cent in the year 
to September, foreign direct 
investment has been 
flooding into the country, a 
trend highlighted by the 
successful sale at the end of 
July of Telebrds, Latin 
America's biggest ever 
privatisation. 

But some bankers have 
begun to worry that recent 
sharp falls in the 
international capital market 
could begin to make it more 
difficult for companies to 
raise money for expansion, 
threatening the viability of 
some investment plans. 

Not all of the R22J3bu 
($19.1bn) garnered from the 
sale of the government’s 
controlling stake in 
TelebrSs, which was broken 
in to 12 operating 
companies, will come into 
the country this year. 
Telephone companies 
moving into Brazil - which 
include Telefonica of Spain, 
Telecom Italia and MCI of 
the US - have three years to 
pay, with 40 per cent due 
this year. And a substantial 
proportion of the investment 
- about 36 per cent 
according to analysts - has 
come from local companies. 

Even so, the sale wQI help 
the total amount of foreign 
direct investment entering 
the country to exceed S20bn, 
reaching its highest ever 
level. In addition, according 
to Octavio de Barros, 
technical director of the 
Brazilian Transnationals and 
Globalisation Studies Society 
(Sobeet) in S3o Paulo, tbe 
influx will represent more 
than 2 per cent of GDP, 
compared to a previous 
highpoint of 1.5 per cent in 
1973. 


Privatisation is one of the 
driving forces. As well as the 
disposal of TelebiAs, federal 
and state governments have 
begun tbe task of disposing 
of their assets in the 
electricity and gas sectors. 

The effort got off to a 
hesitant start when the sale 
of Eletropaulo, the S&o Paulo 
electricity distributor which 
Is the Largest in Latin 
America, was only partially 
successful 

But in early July, CESP, 

S3o Paulo's state-owned 
power generation company, 
successfully sold Elektra, 
another distributor to Enron 
of tbe US for $1.4bn. 

This month the 
government sold Gerasul, 
the electricity generating 
company, and Bandeirante, 
an electricity distributor. 
Other companies scheduled 
for sale later to the year 
include Fepasa, the Sfto 
Paulo’s railway network. 
Economists at Citicorp in 
S&o Paulo estimate that total 
proceeds from privatisation 
will top $201bn to 1998. 

Brazil has begun to open 
up its once protected 
financial sector to foreign 
banks. Since 1997 HSBC of 
the UK and Banco Bilbao 
Vizcaya and Banco 
Santander of Spain bave 
acquired Brazilian banks 
and, in April, ABN Amro, of 
the Netherlands, agreed to 
pay $3bn to acquire a 
controlling stake in Banco 
Real. 

One foreign bank 
executive says that there is a 
now a “more welcoming 
attitude towards foreign 
capital competition and the 
transfer of knowledge". 

In addition, foreign 
companies long established 
in Brazil have been 
investing in order to 
increase productivity and 
compete more effectively as 
tbe Brazilian economy opens 
up. Many have been 
encouraged to increase the 
scale of their activities as a 
result of continuing trade 
liberalisation within the 
South American region, 
linked to the development of 
the South American 
Common Market or 
Mercosur. 

Mr Barros estimates that 
at least SO per cent of direct 


foreign investment this year 
has come from transnational 
companies already based in 
Brazil. 

There were some signs In 
late August and early - 
September that some of 
these plans might be revised 
to view of the extreme - 
turbulence on world markets 
that followed the Russian 
devaluation. 

Falls in Brazilian bond 
prices and sharp rises to - 
yields, will effectively close 
the euromarket to Brazilian 
borrowers, predict 
investment bankers, and 
could make it both more 
difficult and more costly for 
international companies to 
finance their expansion 
plans in Brazil. 

“I t hink foreign direct 
investment will taper off," 
says Roger Wright, 
managing director at First 
Boston Garantia to S&o 
Paulo. "A lot of people will 
slow down their 
investments. There will be 
less money to finance them.” 

So far there has been little 
sign of any slow dawn. Fiat, 
of Italy, which is Brazil's 
biggest industrial company, 
says it will go ahead with 
plans to invest $2.1bn over 
the next two and half years. 
“We chose Brazil as a 
priority outside Europe and 
we have to Increase 
investment to Improve 
competitiveness," says 
Roberto Vedovato, president 
of Fiat do Brasil. 

Fiat, whose activities to 
Brazil range from banking 
and insurance to 
engineering, will finance 
investments from its own 
resources, he says. 

Mr Barros entirely 
dismisses any negative 
impact and says that Brazil 
could even benefit from the 
international crisis if 
investors respond by 
becoming more selective 
about which markets they 
look to. 

He also talks about a flight 
to quality within Brazil, 
which will benefit 
companies which generate 
strong cash flows, such as 
energy and 
telecommunications 
companies. “Tbe power 
sector is a cash cow,” says 
Mr Bap-os. 


For tiie 
incumbent, 
wiiming the 
election may 
prove the easy bit 

It has been easy, to forget to 
Brazil in recent weeks that 
the country is in the middle 
of an election campaign. 
Since August, Brazil’s finan- 
cial markets have- suffered 
various degrees of turmoil. 
Economic collapse has 
threatened and yet the opin- 
ion polls for October's gen- 
eral elections bave shown a 
marked degree of stability. 

Despite the economic 
uncertainty, Fernando Hen- 
ri que Cardoso, the Brazilian 
president, has held on to his 
comfortable lead over his 
left-wing challenger, Luiz 
Inacio Lula da Silva of the 
Workers Party (PT). The 
most recent polls give Mr 
Cardoso a lead of 17 points 
over Mr da Silva, a margin 
which would assure him of 
more votes than all the other 
candidates put together, the 
requirement for outright vic- 
tory in the first round on 
Octobers 

Such forecasts are based 
on Brazil avoiding a forced 
devaluation before the elec- 
tions, an outcome that can- 


the government wifi be polit- 
ically able to take the tough 
decisions that trill be needed 

to maintain wfohfHfy 

In other words, bow much 
political capital wfll the elec- 
tions give . Mr Cardoso to 
tackle the biggest tiKwn in 
the economy's side - a 
budget deficit of mare than 7 
per cent? 

For Mr Cardoso’s advisers, 
ft Is not just a question of 
him winning - if he is to 
build up the bead of steam 
that he needs to advance his 
reforms, he has to win in tbe 
first round. 

“In psychological terms, it 
fe hugely important for Car- 
doso that he wins on the 
first round to give him politl- 



PreaMent elect Mr Cardoso needs outright victory for a dear mandate to forge ahead with retbnn ap 


III the 1994 -state elections, 
the three most important 
governorships - Sflo Paulo, 
Rio de Janeiro and Minas 
Gerais - all .went to' Mr Car- 
doso's' Social Democratic" 
Party (PSDB). However, 
according- to the opinion 
polls, the PSDB could lose 


cal momentum," says tions {although it is making 
Murillo Aragfio, a political ' a late comeback in S&o 

analyst in Brasilia. Paulo}. 

Failure to win in the first While state governors.pnly 


all three states to tbaelec- ensure that Mr Cardoso's 
tions f although it is malting refonnswfll not be assured a 


although .the weakness of --vote currently nw».k , d. 
the' PSDB's gubernatorial To maintain investor con- 
can didate s could lead .the _ fidence be has to show swift 
parly: to lose some ground progress ulJ : the reforms 
there, : aimed at cutting spending. 

However, analysts believe - That means completion -of 
the left opposition could voting cm the long-delayed 
make modest gains -trt the - pensions reform, winning 
elections, which would - approval for the regulations 
ensure that Mr Cardoso's - 'needed to Implement the 
reforms will not be assured a reform of the civil service 


round would drag the cam- 
paign out for a further three 
weeks, extending the period 
of political paralysis and eco- 
nomic vulnerability. 

A second round of voting 
would also give Mr da Silva 
three weeks at the media 
centre-stage. Even though be 
would be unlikely to win. he 
would have an opportunity 
to undermine support for Mr 
Cardoso's economic strategy. 


trouhle-frae passage after the 
elections. 

"Congress is not .likely to 


and an extension of a fax on 
financial transactions. 

■ Markets will also want to 


have a small formal role to: 
national politics,' the! three 
big states provide more than 
80 per cent of the members 
of the lower house of Con- 
gress. State governors can 
.sometimes, wield a powerful 
influence over at least a part 


be much more favourable to —know more about any ftir- 
Cardoso after the election," ,:.-ther changes the govem- 
says Carlos Lopes. ■ another •■,-roent has. in mind for the 
. Brasflia-politics-watcher. . -i. social security system and 
With the possibility of its efforts to reform the tax 
tougtoopposition in Congress -system. 


and in the key states, much 
will depend on how skillfully 


of the delegation from their Mr Cardoso manages the 
states “because of the local post-election environment, 
patronage networks they- Having been criticised for 
operate. Iff all these' states squandering the honeymoon 
were occupied by, either, period after his first election. 


However, the outcome of enemies : or: fair-weather 


the presidential poll will not 


not be ruled out given the .. be the only factor which wfll 
Intense pressure in financial determine the post-election 


markets. 

However, if the govern- 
ment can withstand the 
short-term stress in the 
run-up to tbe poll, the result 
of the election will be crucial 
to the fete of the economy - 
it will determine whether 




political atmosphere. Brazil- 
ians wfll also be voting for 


friends^ of- Mr Cardoso, it 
could significantly compli- 
cate his task. 1 

.The Tdwer house elections 
will be closely watched as a 


be will not want to repeat 
the same error. 

In order to take the initia- 
tive, he is likely to call for a 
swift “return of Congress" 
after the elections. He might 


Mr Cardoso could find that 
the financial market crisis 
actually helps his legislative 
plans, in the past, the threat 
of economic chaos has 
Served to concentrate the 
minds or wavering legisla- 
tors. 

However, he faces an 
uphill struggle. Investors are 
sceptical about his capacity 
to produce an effective pack- 
age of cuts and to pilot them 


. state governors, the whole of measure, of Mr Cardoso's 
the lower house of Congress leverage in Congress. 


and a third of tbe Senate, to 
elections which could have a 
strong influence on national 
politics. 


Pollsters expect the gov- 
ernment coalition to main- 
tain roughly the same leyeL 
of support in Congress; 


also push for a constituent through a reluctant political 
assembly to operate next system. Even if he can 
year which would allow con- . mould a convincing legisla- 
sHtutipnal reforms to be_ live agenda, it is not clear 
'approved .on a majority basis ' that he will be given enough 
rather than the three-fifths time to implement it 
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MULTINATIONALS * by Ken Warn 

The great divide 


Few Brazilian 
companies are 
ready, or able, to 
make the move 
overseas 

Brazil's opening to the world 
economy has been very 
much a one-way affair. 
While foreign companies 
have been quick to see tbe 
potential of the vast Brazil- 
ian market, local companies 
have been slow to push 
abroad in the search for 
fresh business. 

Shut off from external 
competition until recently, 
many Brazilian companies 
are complacently content to 
look for fresh opportunities 
on home ground rather than 
grasp the challenge of 
becoming regional or Tull 
International organisations. 

Only a handful of Brazil- 
ian companies are Interna- 
tionally competitive or have 
a truly global presence, such 
as engineering and chemi- 
cals group Odebrecht. which 
last year derived a third of 
Its revenues from Interna- 
tional operations. 

But, slowly, local compa- 
nies are seeking to push into 
foreign markets and some 
are using neighbouring 
Argentina - a partner in the 
Mercosur customs union - 
as a testing ground for their 
expansion plans. 

“For a long time we 
resisted the open, modern 
world," says Benjamin Stein- 
brurh. chairman of CVRD, 
the world' biggest iron ore 
producer, which was priva- 
tised last year. "And In the 
past there was simply not 
sufficient private capital to 
form Brazilian multination- 
als." 

CVRD, which includes 
steel-making and pulp and 
paper among Us activities. Is 
seeking to expand into the 
US and Europe, either by 
acquisition or partnership, 
according to Mr Steinbruch. 


muster significant financial 
resources. 

Last year Braspetro, the 
group's international arm. 
agreed oil exploration deals 
in the North Sea and in 
Nigeria. The company is pur- 
suing deepwater exploration 
and production rights in 
Azerbaijan and is active in a 
total of 11 countries. 

Petrobras' presence to 
Argentina includes a stake 
in tbe huge joint-venture 
with Argentina’s YPF and 
Dow Chemical of the US, to 
build a 36m cu metre a day 
gas processing plant. Petro- 
bras and YPF are also about 
to open their first petrol ser- 
vice stations in each other's 
countries, as part of a plan 
to expand regional down- 
stream activities together. 

Smaller Brazilian compa- 
nies, with no existing inter- 
national presence, cannot 
simply transform themselves 
into international companies 
overnight. Even a move into 
trade partner and neighbour 
Argentina, an obvious first 
step, has its drawbacks. 

With a population of about 
35m. Argentina offers a com- 
paratively small market, 
despite having the region's 
highest per capita GDP. The 
Chilean market is even 
smaller. Argentine and Chil- 
ean companies are also 
likely to offer tougher com- 
petition than many Brazilian 
companies have been used to 
at home. 

“Despite the restricted size 
of the Argentine market, it 
can make sense for Brazilian 
companies to take a look,” 
says Jose Piano, of manage- 
ment consultants Strut “It 
can be a good first step into 
the region and is important 
from a management develop- 
ment point of view, helping 
create an internationally 
minded team to previously 
locally focused companies." 

Latin American companies 
are Increasingly seeking 
ways of expanding their 
regional presence and of 


The company already half becoming “mult Molinas. " if 
owns a steel re-rolling mill not fully fledged multina- 


near Los Angeles, which pro- 
cesses mainly Brazilian 
slabs, and majority owns a 
manganese alloy plant in 
France. It also has a small 
stake to Argentine steel mill 
Siderar. 

Part-privatised energy con- 
cern Petrobras, the world's 
15 th-bi egos t oil concern, is 
also seeking to boost Us 
International presence. Like 
CVRD it has the advantage 
of scale and the ability to 


tionals. be believes. 

Mining, steel, tourism and 
agribusiness are the four 
main sectors where Brazil 
can be internationally com- 
petitive. says Mr Steinbruch. 
The food and drink sector 
has already seen high levels 
of interchange with Argen- 
tina. 

Brahma. Brazil’s biggest 
brewer, entered the Argen- 
tine market at the end of 
1994 buying a brewery out- 


side Buenos Aires. The com- 
pany has rapidly built mar- 
ket share and now holds 
about 12 per cent of a mar- 
ket dominated by Buenos 
Aires-based Qullmes. with 
around 70 per cent 
Brazilian food group Sadia, 
which already sells its prod- 
ucts to Argentina, is consid- 
ering setting up a food pro- 
cessing plant there. In turn, 
Argentina's Arcor. which 
aims to become Latin Amer- 
ica's leading confectionery 
group, is increasing its push 
into Brazil with the con- 
struction of a SSOm chocolate 
factory in S&o Paulo, its 
third to the country. 

One sector that has been 
surprisingly slow to expand 
into Argentina is banking. 
“Brazilian banks are very 
efficient. They have well-de- 
veloped systems through ! 
coping with high inflation 
and one of the most efficient 
clearing systems in the 
world." says Mr Pano. "But 
they are still busy just 
exploring the potential of 
Brazil.” 

An. exception is Banco 
Itau. Brazil's second-largest 
private sector bank. I tad had 
a small agency office in 
Argentina as for back as 
1980, working in trade 
finance. But in 1994 it 
decided to take the plunge 
and expand Into retail bank- 
ing. anticipating the wave of 
foreign investment in the 
industry. • • 

“We just thought that the 
potential to develop the mar- 
ket was enormous." says 
Antonio Carlos Barbosa, 
executive director of Banco 
Itaii Argentina. The com- 
pany rapidly built a network 
of 32 bright, low-cost 
branches, trying to treak 
with the image or queues 
and inefficiency that dogged 
Argentine banking. 

This year, it bought tbe 
local Banco del Bucn Ayre, 
with 60 branches and total 
assets of more than 3500m. 
to a deal due to be completed 
by early October. The joint 
operation wfll have the fifth- 
biggest branch network in 
the Greater Buenos Aires 
area. 

"The strategy is eventu- 
ally to be a regional bank." 
says Mr Barbosa. “The 
Argentine experience could 
be useful internationally. 
But we want to consolidate 
In Brazil and Argentina 
before moving on. For other 
Brazilian banks, it may 
already be Loo late to expand 
boro." 
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in a consortium formed with 
Ct Xyupportunifr has acquired 

Tele Centro Sul 
Participagdes SjV: 
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Financial oduisor 


TELEC OM 

in a consortium formed with 
UOR Ihrtuipagoes has acquired 

Tele Celuiar Sid 
PlarticipaQdes S A. 

forUS$60»000,W 

Financial adrisar ■ 
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in a consortium formed with 
VGB fhrticipagoes hasaequind 

Tele.Nordeste Celuiar 
Participator 8A 

JbrUSt56S,000,Om 
Financial advisor 
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years. J.R Morgan has been committed to serving the 

fajVi, r.^ market. Which is why when Telecom Italia was looking 

during the privatization of Telebras they turned 




make the 


bbcas^de<|,h^..dn{y a landmark transaction for tbe company. 
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4 BRAZILIAN FINANCE & INVESTMENT 


MOTOR INDUSTRY • by Richard Lapper 


Foreigners drive on 


Domestic demand 
and inward 
investment are 
maintaining 
modernisation 

It is a measure of the 
changes sweeping through 
Brazil's motor industry that 
words such as empowerment 
and re-engineering spill 
easily from the Ups of the 
hard bitten industrial man- 
ager that is G&bor Jfinos 
Desk 

From the spartan offices of 
Lucas Diesel In an industrial 
suburb of S&o Paulo Mr 
J&nos, managing director, 
explains how pressure from 
customers - car and tractor 
manufacturers - has led his 
company to change the way 
it does business over the last 
five years. 

The company - a subsid- 
iary of Lucas Varity of the 
UK - has about a third fewer 
workers than it did five 


years ago, when trade barri- 
ers which have protected the 
motor and motor parts 
industry were Erst reduced. 

Workers are asked to 
check their own work, 
rather - than relying on fore- 
men and inspectors, and 
many middle management 
jobs have been eliminated. 

Many other f unc tions have 
been outsourced - outside 
companies now package the 
company's products, guard 
its factory, serve food to it 
workers and service its com- 
puters. “It is a Mg cultural 
change," says Mr J&nos. “It's 
nothing unique but we have 
had to become a very effi- 
cient company." 

The story has been 
repeated across the motor 
and motor parts industry - 
and the process Is likely to 
continue in spite of a sharp 
slow down in sales this year. 
Underpinning the change 
are trade liberalisation, 
rapid growth and high levels 
of foreign investment 


Trade harriers - erected in 
the 1950s - have been gradu- 
ally reduced. The process* 
has been particularly dra- 
matic in the parts industry, 
where tariffs were reduced 
to 20 per cent in 1994 and 7 
per cent in 1997. 

After a decade of stagna- 
tion car production rose by 
an average of 14 per cent per 
year between 1991 and 1897, 
mainly on the back of 
increased demand. Real 
wages rose by 22 per cent 
between 1991 and 1996 while 
reductions in sales taxes 
and, more importantly, the 
production of new lines of 
cars with smaller engines 
have made car-ownership a 
possibility for many more 
Brazilians. 

Smaller cars - with 
engines of a litre or less in 
size - account for nearly 
three-quarters of all cars 
sold in Brazil, compared 
with 11 per cent in 1991. It 
has also become easier to 
buy cars on credit because 


Aonoanced in vastme nts tn Brad auto industry 1997-2000 
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economic stabilisation has 
paved the way for the devel- 
opment of a consumer 
finance market 
"People that didn't have 
access can now be potential 
customers," says David 
Wheeler, associate director 
in S&o Paulo . for Bear 
Stearns, the US investment 
bank. . 

Mr Wheeler says that Bra- 
zil has only one car per 10 
inhabitants, compared with 
one in 5J> for Argentina and 
one Ln 1.2 In .the United 
States. “There Is a huge 
pent-up demand." 

This combination of 
greater stability, openness 
and growth has attracted 
heavy foreign Investment 
into the sector. 

in 1997 Honda became the 
first new manufacturer to 
enter th e Brazilian rar mar- 
ket for 20 years. Mr Wheeler 
predicts that, by 2000, Brazil 
will have 17 vehicle manu- 
facturers, the highest num- 
ber anywhere in the world. 

European and US compo- 
nents companies have made 
more fhan a dozen acquisi- 
tions in recent years and 
now control about 60 per 
cent of the components 
industry, compared with 
about a fifth seven years 
ago. 

Their greater efficiency, 
combined with the tendency 
of motor manufacturers to 
deal with fewer suppliers, 
has prompted consolidation, 
reducing the overall number 
of components manufactur- 
ers by about a third. 

Industrial promotion ini- 
tiatives by Brazilian states is 
further increasing the attrac- 
tions of the sector. 

Traditionally centred 
around the ABC towns of 
. S&o Paulo - Santo Andrfe, 



Traffic jam: (nvBstnMmt In BrsdPs motor Industry wfl not be affected by economic tunnofl 


SSo Bernardo and S&o Cae- 
tano do Sol - the industry 
has become much more geo- 
graphically diversified. 

Wage costs in states such 
as ParanA. Bio Grande do 
Sul and Minas Gerais - 
where much of the new 
activity is concentrated are 
at least 20 per cent lower 
than in Sfio Paulo,, where 
trades unions have a much 
tighter grip over the labour 
force. 

Analysts say that a series 
of planned investments will 
increase productivity and 
help make the Brazilian 
industry more internation- 
ally competitive. 

According to Mr Wheeler, 
motor manufacturers plan to 
invest up to glfibn between 
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succeed in the emerging markets 


Standard Bank Group was created, 
tested and found true in the most 
demanding of financial environments. As a 
result, we are financially strong, flexible and 
innovative - advantages that can help you 
overcome the challenges of business, 
wherever they arise, wherever you want 
to reach. Innovative responses are our 
business in: 

• Emerging Capital Markets 
■ Resource Banking - mining finance, base 
and precious metals trading 


International Trade Finance 
Structured lYade and Commodity 
Finance 

Primary and secondary Fbr f ailin g 
Markets 

Project Finance and Advisory Services 
Treasury and Forex Services 


Standard Bank 

London 


A memtMr of tha Standard Bank Group ol 9outfi Africa 

We share your ambitions 


LONDON: 

Sharon Thomas 
Standard Sank 
London LmMsd 
Tisfc (44171)9290999 
Fax: (44 171)815 3099 


NEW YORK: 
JfanBonBa 
Siandaid New 
YWOne 

Tat (1 212) 407 5134 
Fax: |1 212)407 5025 


sao paulo 

FaUo SoUarW 
Standard Bank 
London United 
T* (6511)30044413 
Fax:(5511)2808010 


BOGOTA: 

Juan Carios Pledrahita 
Standard BaUt 
London Limited 
Tkfc (57 1) 840 0624 
Fax; (57 1) 5333410 


MIAMI: 

Peter WaSn 
Standard Nw 
Ibrk, Inc 

T»fc (1 305) 349 0500 
Fac(1 305) 349 0559 


SIAfldlM 


b i rw. g— — a-^— — - — -■ — ■ r — r mi tnn I nnrinn f1i*nn a fiiiTiraffn am Ta l m>ii >wil r in naijji 

: • . .*■• '*ry r-rl-.v!.* i*?- 


yfjgu*. 

■ ..>V. f/y 

r.r&Jkr 



1997 and 2000,' while Invest- 
ments in the components 
business could total a fur- 
ther $8bu. 

Four companies - Ford, 
GM, Volkswagen and Flat - 
are planning Investments of 
more than Vim while two 
others - Peugeot and Bmv 
ault - have plans to invest 
$lbn or more. The new 

plants WlH rnnlfo nwnrlwinm 

use of just-in-time produc- 
tion techniques, automating 
relationships with compo- 
nents suppliers, for example. 

In a recent report 
McKinney, the management 
consultancy, said that 
“increasing exposure to best 
practice competition, cou- 
pled with , the tremendous 
growth of recent yearn and 


the upcoming entry cf sev- 
eral new vehicle assemblers 
and autoparts suppliers, is 
unleashing new competitive 
dynamics in an indus try that 
until recently was known for 
Its notoriously old models 
and low quality." 

Against this background, 
auto manufacturers are dis- 
missing a fell in production 
this year as a blip. Increases 
in taxes and interest rates in 
response tufthe crisis ln Aria 
have hi^ 'demand and the 
economy has begun to slow. 
As a result, in the first six 
months of the year car pro- 
duction fell by 14.7 per rent 
compared to the same period 
of lastiyear and sales to the 
internal market plummeted 
by 23-4 per rent 


However, production of 
buses and trucks rose as did 
exports, by SO per cent in the 
first five months of 1998. 
Four car producers are 
among BrariTs top ID export- 
ing . companies and, Mr 
Wheeler says it is likely that 
Flat will top the list soon. 

Similarly, fears that the 
new investments might be 
scaled back with the intensi- 
fication of the financial cri- 
sis, after the Russian devalu- 
ation and default in August 
are being down played. 
“They will maintain these 
investments," says Jose 
Roberto Ferro, professor at 
the Fundap&o Getulio Var- 
gas business school in Sao 
Paulo. “Most companies see 
this as a temporary crisis.” 


RETAILING • by Ken Warn 


Rivals take stock 


New technology, 
new companies 
and new stability 
have brought a 
new order 

Brazilian retailing has 
undergone a revolution in. 
the 1990s. Economic opening 
at the start of the decade, 
combined with the stabilisa- 
tion brought by the 1994 
Real Plan, boosted consumer 
purchasing power and 
encouraged foreign entrants 
into the market A rapid pro- 
cess of concentration ensued 
in what was a highly frag- 
mented sector. 

Competition has been par- 
ticularly fierce in food retail- 
ing where sales topped $46bn 
lari; year, or more than G per 
cent of GDP. W&l-Mart of the 
US and Royal Ahold of the 
Netherlands have moved in 
alongside leading Brazilian 
retailer P8o de Apucar and 
overseas pioneer Carrefour 
of France. Portuguese retail- 
ers Jeronimo Martins and 
Sonae are also seeking to 
build a Brazilian presence. 

However, the international 
financial crisis has fuelled 
economic uncertainty ln Bra- 
zil Consumers became much 
more cautious after Interest 
rates doubled last October, 
with durable goods retailers 
especially bard hit . 

This tougher economic 
environment may Increase 
the pace of mergers and 
acquisitions as smaller com- 
panies strive for economies 
of scale while bigger chahm 
intensify their battle for 
market share. But any pro- 
longed downturn will even- 
tually prompt the bigger 
operators to review expan- 
sion plans, according to 
Eduardo de la Pefia, Invest- 
ment analyst at Bozano, 
Simonsen. 

Before the introduction of 
the Real Plan, high inflation 
and economic instability sti- 
fled the sector's develop- 
ment. “Supermarkets lost 
money selling food but made 
money on their financial 
operations,*' says Antonio 
Carlos Borges, executive 
director of the S&o Paulo 
State Commerce Federation. 

Most supermarket sales 
were In cash, which store 
owners quickly Invested in 
the money markets, taking 
advantage of high interest 
rates during the 60-day gap 
before they were required to 
pay their suppliers. The 
business of providing value- 
for-money to shoppers was 
not a concern. 

Money declined in value 
dally, so consumers spent 
their pay all at once, with no 
opportunity to compare 
prices. With the curbing of 
Inflation,' retailers were 
forced to make their sales 
operations more efficient. 

Brazil had been effectively 
closed to foreign computer 
hardware and software untfl 
the early 1990s, meaping the 
industry had highly 
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restricted access to modem 
retail technology. In 1989, 
only two Brazilian retail out- 
lets had bar-code scanning 
technology at checkouts. 
This year the number is 
expected to rise to 8,000, 
according to estimates for 
the Brazilian Supermarket 
Association. 

P3o de Apucar has spent 
heavily on technology, pro- 
gressively introducing Elec- 
tronic Data Interchange 
(EDI) with suppliers, along 
with fax and internet shop- 
ping services for customers. 
The company is locked in a 
battler for food retailing dom- 
inance with market leader 
Ca r refou r and has snapped 
up other outlets in an ambi- 
tious plan to double total 
sales from lari year’s 3.9m 
Reals by 2000. 

This struggle is over- 
whelmingly concentrated in 
Brazil’s comparatively rich 
south. Indicating the concen- 
tration of retail investment, 
shopping mall construction 
has boomed in the 1990a but 
80 per rent of malls are In 
the south and south-east, 
according to figures from 
Santander Investment. 

Supermarkets and hyper- 
markets, with a high propor- 
tion of sales of basic necessi- 
ties, have been largely 
insulated from fee effects of 
the economic downturn. 
“Bales have risen S per cent 
in the past eight months,” 
says Paulo Afonso Flej6, 
president of fee Brazilian 
Supermarkets Association. 
For other retailers, things 
have not been so easy. 

As Interest rates soared,, 
consumer durables outlets 
found themselves facing 
highs' borrowing costs and 
rising levels of customer 
default The pain has contin- 
ued this year, - with durable 
goods orders down 25-30 per 
cent in fee first half. 

■ Even before the crisis, 
managing credit posed a 
chall en ge to retailers, faced 
with high levels of default 
from people unused -to hav- 
ing access to borrowing. 
Retailers widely accepted 
post-dated cheques from cus- 
tomers - granting credit on 
demand . without carrying 
out any credit analysis. 


Lqjas Arapua. an electrical 
goods specialist, filed for 
protection from its creditors 
in June, after being hit by 
soaring bad loans. Lojas 
Americanas, Brazil's largest 
discount retailer, which car- 
ries a low percentage of food 
items, saw sales fall 8 per 
cent overall last year, tum- 
bling 14 per rent in the lari 
quarter, year on year. 

The company stopped 
accepting post-dated cheques 
and has moved to cut costs 
and revamp its distribution 
network, says director Mar- 
ch) Garcia de Souza. It also 
sold Its 40 per cent stake in 
its, always uneasy. Joint ven- 
ture with Wal-Mart to the US 
company, at a loss, in an 
'effort to refocus operations. 

Despite the arrival of new 
technology and the drive for 
efficiency, productivity in 
food retailing is still only 14 
per cent of US levels, accord- 
ing to Nicola Calicchio of 
consultants McKinsey. 
Smaller chains and “Mom 
and Pop" stores have been 
slow to take up the chal- 
lenge of modernisation, drag- 
ging down average efficiency 
and suggesting huge scope 
for well-run, standardised 
store formats, he says. 

High poverty levels, 
unequal income distribution 
and low car ownership also 
hold back retailing develop- 
ment across much of the 
country. In poorer areas, 
retailing Is often informal, 
operating on the street or 
out. of people's homes. 
Despite their inefficiencies, 
smaller -retailers retain one 
key -advantage - many oper- 
ate in the black economy, 
paying no tax. 

“I still see more interna- 
tional companies coming 
in,” says Mr Calicchio. 
There are big opportunities 
for consolidation. Brazil has 
around 700,000 points of sale . 
and a majority have no more 
than four checkouts." 

Retailers are pinning their 
hopes <m increasing urbani- 
sation, better wealth distri- 
bution, rising car ownership 
and growing participation of 
women in the workforce as 
powerful long-term trends 
driving development of the 
sector. 
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RECRUITMENT 


RICHARD DONKIN 


High IQ is not enough 


Universities have placed too much emphasis 
on conventional academic excellence 


Two students are walking In 
Yellowstone Park when they 
come across a grizzly bear. 
The first, an Ivy league 
graduate from the top 
drawer or academic 
achievement, 

the bear can reach them in 
17 seconds. 

"We can't outpace Mm," 
he tel ls his companion, who 
is p ulling on his running 
shoes. The other hoy, who 
struggled to a get a degree in 
one of the minor colleges, 
says to his friend; “I don't 
need to outpace the grizzly, 1 
just need to outpace you." 

A version of the story is 
used by Robert Sternberg, 
professor of psychology and 
education at Yale 
University, to illustrate his 
ideas on Intelligence. 

"Both boys were smart." 
he says. But while the Yale 
student was intelligent in 
the conventional analytical 
way used to define 
excellence in universities, 
the second was intelligent 
"to the extent that you 
define intelligence as the 
ability to adapt to the 
environment". 

Speaking to the Oxford 
Forum for Assessment and 


Development meeting in 
London last week. Prof 
Sternberg outlined three 
definitions of intelligence - 
analytical, practical and 
creative. The first type, he 
says, seems to be understood 
and emphasised by academic 
institutions. But die second 
two. he fears, have been 
neglected and ignored. "You 
need more than iq sknig to 
get through life," be says. 

There is no 
incentive to 
acquire creative 
or practical skills’ 


“In US society if you're 
good at IQ-like skills - the 
type of things that get you 
As in school - you are 
extremely highly rewarded 
by the system. These 
systems promoted you from 
an early age so there is no 
incentive to acquire creative 
or practical skills." 

People, be argues, need an 
understanding of all three 
abilities. "Many people have 


good ideas that never go 
anywhere because they lack 
the practical persuasive 
skills to convince anyone of 
their worth.” he says. 

He describes three 
students be has encountered 
over the years. One is 
Barbara, who bad good 
grades but fared poorly in 
the ability tests used by 
universities. Teachers’ 
letters told the university 
selectors that she was 
remarkably creative but she 
was rejected and, as Prof 
Sternberg pointed out, “If 
you didn't get into one 
university, you didn't get 
into any". He recruited her 
as a research assistant She 
produced extremely creative 
work and, after two years, 
was accepted on to the 
programme. "But what 
happens to other Barbaras 
who don’t get hired?" he 
asks. 

Another student, Celia, 
achieved reasonable test 
scores. Her work was good 
but not outstanding. 
However, she did possess 
very good practical skills 
that can prove important to 
those working at all levels. 

It would have helped 
another student, Paul, who 
was outstanding 
academically but also 


arrogant; a feature he was 
unable to hide, says Prof 
Sternberg. Although he had 
lined up eight job interviews 
when he graduated, he was 
offered only one, and this 
was the poorest of all the 
opportunities. 

So why does society 
reward some attributes and 
not others? Prof Sternberg 
has Identified the existence 
of what he calls "dosed 
systems" - self-selecting 
societies that shut out 
certain features. 

The reason, he says, Is 

that "it doesn't matter what 
system you have, it looks 
good once it’s in place". 

Thus some societies may 
select on the basis of 
religion. If you belong to a 
certain sect you will 
succeed- You can then look 
around you at all the others 
in the same sect and 
conclude that their 
achievement Is down to their 
religion, having, in effect, 
created a self-fulfilling 
prophecy. 

It can apply to people’s 
height, a noticeable feature 
of high achievers in the US. 
Chief executives, for 
example are. on average 
three Inches taller than the 
people they supervise. Army 
generals are on average four 
inches toller than their 
troops. 

The practice of exclusion 
has created too great a focus 
on one type of Intelligence, 
says Prog Sternberg. Society 
should really be concerned 
with "successful 
intelligence", which 
combines the analytical, the 
practical and the creative. 
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enabling people to achieve 
success in life "given one's 

personal standards within 
your sociocultural context". 

This means, he says, it is 
important that people 
recognise and capitalise on 
their strengths, while 
correcting or compensating 
for their weaknesses. 

Prof Sternberg's ideas 
must draw some recognition 
from employers who have 
complained for years about 
the quality and sometimes 
naivety of graduate trainees. 
This does not mean the 
graduates lack potential. 
They may never have been 
exposed to practical 
decision-making or creative 
thinking by their teachers or 
their families. 

On the other side of the 
coin it also suggests that 
some young people who may 
be "street wise" and 
brimming with ideas never 
get beyond the job 


application stage. Part or the 
blame for this inability to 
select people with learning 
potential, says Steve 
Blinkhom. an occupational 
psychologist, must be 
shouldered by the 
psychometric test producers 
who have become too 
focused oo their own 
products. 

“We should bring in a rule 
that people who run test 
training courses cannot use 
material they publish and 
then see how interested they 
are." he told the seminar. 

Mr Blink horn, a leading 
critic of conventional 
psychometric tests and a 
proponent of a new type of 
testing that involves a 
"structured learning" 
component, says that test 
psychologists will be a "sad 
little group” if they fail to 
recognise that aptitude 
testing can be improved. 
richard.donkm4 FT.com 


CEO evaluation 
widespread in 
US but not yet in 
Europe - survey 

Some 72 per cent of large 
US companies now carry 
out formal evaluations of the 
work of their chief 
executives, according to 
Kom/Ferry International's 
annual study of boards of 
directors. 

Early findings from a 
similar European study, 
however, show that only 36 
per cent of large European 
companies have introduced 
chief executive evaluation. 
Some 43 per cent of public 
UK companies assess their 
chief executives. 

Pressure to carry out 
evaluations, says Korn/Ferry, 
is emerging internally as a 
result of increased use of 
performance management 
systems. Companies are 
also feeling external 
pressures arising from 
increasing shareholder 
activism and the demands ot 
corporate governance. Komf 
Ferry has issued a guide to 
effective chief executive 
evaluation. 

Detail s: Ruth Grierson +44 
171 312 3249 

Knowledge cost 

Knowledge management is 
starting to be taken 


seriously, according to a 
Cranfietd School of 
Mangement report based on 
a survey of 260 European 
businesses. 

One of the biggest 
problems, says Peter 
Murray, the research fellow 
who led the study, is that 
companies are confused 
about what is meant by 
knowledge management. 
However, this has not 
stopped businesses 
throwing increasing amounts 
of money at it. The average 
spend cm knowledge 
management is 3.3 per cent 
of revenue, says the study, 
and n is expected to rise to 
5.5 per cent in the next 
three years. 

Information Strategy, +44 
171 839 1475 

Employer award 

Does your boss know the 
dates of the school 
holidays? Does your 
company regard part-timers 
as hard workers? is it 
understanding when there is 
a family emergency and 
does it acknowledge that 
you may be trying to juggle 
work with domestic 
responsibilities? H the 
answer to any of those 
questions is "yes" men you 
might nominate the 
company tor the Parents At 
WorkAJoyds TSB Employer 
of the Year awards. 

Entry forms: *44 171 623 
3565 


BANKING FINANCE & GENERAL APPOINTMENTS 


1 :ii SENIOR RESEARCH COORDINATOR 


LOCATION: ANY EUROPEAN COUNTRY 


SUBSTANTIAL SALARY PACKAGE 


Eumccurilks Research Partners Is an association of 8 important Independent financial 
Institutions, each of Ihrm holding a leading position in their domestic market. This group of 
financial intermediaries already comprises In excess of 60 analysts and economists and Is 
fikdy cn gro^ wfthjije addition of funtaffrJEuropcaxi partners. -■ 

Reporting to the Management Committee of Eurosccnritics Research Partners, 
your main responsibilities will include formulating recommendations on matters 
rebiting to: 

• allocation among the members of sectorial research responaibfflties 

• introduction of a homogeneous approach and common culture between members to 
analytical methodology, format, ptesattatioa and ‘house style' 


• introduction of effective analyst - 10 - analyst, analyswo-company and analyst -todicni 
coftmumicaiiun through tegular meetings, p r ese n tations, road shows, etc 

• coordination of mnict driven pan-curupcan research priorities and projects 

• -adoption of a p p rop ri ate and compatible computer software to ensure -mutual access to 
each member's database and, possibly, lo the markets of each other 

• identification of synergies and opportunities between member firms 

• subject to the approval of the Management Committee, the implementation of any 
policies resulting from recommendations adopted. 

The ideal candidate will have a University Degree in Economics or the equivalent, whit 

a minimum of 10 years' experience of financial analysis and/or Tnxragrmern , some of which 


ROBERT WALTERS ASSOCIATES 


in a sccretariaHused research environment. Fluenct in English and at least one other 
European language are essential. Burikin pcnplc-nianagcnirnt skills, an authority driven by 
competence and a strong sense of diplomacy are required. 

In return, our client offer, a challenging |uh opportunity wfth an attractin' salary 
package in a dynamic and multicultural environment. 

For further information, please contact Chrisiophe Yandoornc on 
+ 32 2 511 66 88 nr send him your curriculum 'liar to Robert Walters Associates, 
Avenue lookc 66 box 5. B-1050 Brussels. Fax: ♦ 32 2 51 199 69. 

E-mail. InISrobertvalicixcom 
Web: bn p^ /wvcw .rriberTwailera.com 
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Industry Leader in Fund 

Ratings and Analysis. 

The Moody's Managed Funds team is looking for 
seasoned professionals, based in either London or on 
the Continent, who are capable of non-conventional 
thinking and- steeped in the multidisciplinary approach 
id risk assessment that is die mainstay of our traditional 
ratings success. 

We need candidates capable of balancing the quantitative 
and qualitative aspects of a dynamic industry environment. 
In addition to rating and research responsibilities, you will 
be pan of a global team active in business development. 
Qualified candidates will assume relationship roles with 
senior management of the world's leading fund complexes, 
integrity and sound judgment coupled with excellent 
communication skills are required. A second European 

language such as Spanish or Italian would be a plus. 

and die press on timely analytical issues. Building on a 
foundation of a minimum of five years' mutual fund 
industry experience, the Senior Analyst will be well 
versed in die mechanics of portfolio management and 
possess credit skills useful in identifying fond risk. Critical 
thinkers in portfolio or back -office management functions 
who are anxious to diversify and build dieir skill-set with 
the industry leader are encouraged to apply. 

You can be a part of our growth - developing new 
products, evaluating changing risks and setting the 
standard for quality ratings in a growth environment. 

Moody's excellent compensation package and friendly 
working environment allow a life outside the office and 
are designed to attract the very highest quality candidates. 

You will assimilate both broad and specific industry 
information and actively engage Moody's strategic 
constituencies including investors, issuers, intermediaries 

Please write with full cv and current salary details to 

David Vrissingcr, Moody's France SA, 4 Rue Aober, 

Paris, France 75009. Email: vricscnd@maodysxom 


Equity Analyst 
Portugal 

tatmune WurfJwfcef feokjns 
fur ■MtbM |o Mb* Porrajmc 
(MBHWfcj. tacd w Luba. 

Rune t lx gnsHsh rtqatKd anl 

garni fcauwbdfc irf ftwagBoc 
baiEaljfa. 

1b ipply, lend jwr CV k 

Box A 6231, Feudal Haw, 
Ow Soodmark Bridge, 
LmmImSEI 9BL 

1 Appointments Advertising 

appears in the UK edition every Wednesday & TTutrsday and in the 
International edition every Friday. 

For information on advertising in the section please caH 
KariLoynton on 0171 873 3694 

| Financial Times J 



EUROPEAN CENTRAL BANK 


VACANCIES IN THE EUROPEAN CENTRAL BANK 
PERSONNEL OFFICERS INTHE DIRECTORATE PERSONNEL 

The European Central Bank (ECB), established in Frankfurt am Main on I June 1998, is urgently seeking 
allround, experienced personnel officers. The ECB has its own terms and conditions of employment, includ- 
ing a competitive salary structure, retirement plan, health insurance and relocation benefits. Candidates must 
be a national of a Member State of the European Union. 

The positions are within the Personnel Development Division and the Personnel Policy Division of the Direc- 
torate Personnel. The jobholders will contribute at a senior level to policy preparation and implementation. 
They will assume a leading role in one or more of the areas of recruitment, career development policy, staff 
communication, and industrial relations. 

Qualifications 

* Good theoretical background in personnel policies. 

* Broad experience in personnel policy development and implementation and/or industrial relation is- 
sues. 

■ Strong interpersonal skills, self-motivation, and the ability to work in a team and without close supervi- 
sion are very important. Good analytical skills. 

■ Ability to use office PC software. 

* Very good command of English and proven drafting ability in English. Working knowledge of at least 
one other European Union language is required. 

Ref ; E CB/34/ P S / 3T T 

Applications 

Applications should include a Curriculum Vitae and a recent photograph, together with references con- 
firming the required experience and skills. They should quote the reference number and should be ad- 
dressed to the European Central Bank, Directorate Personnel, Postfach 16 03 19, D-60066 Frankfurt 
am Main, and should reach us no later than 15 October 1998 . Applications will be treated in the strictest 
confidence and will not be returned. 

This vacancy is also published on Internet: http^/www.ecb.inU but applications should only be submitted on 
paper via surface mail. 
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Corporate Advisory Roles - 
Senior Specialists 

Excellent Package, Central London 

Our diem - a subsidiary of a major UK financial institution - is seeking to strengthen its Corporate Advisory 
capability, servicing entrepreneurs and small to medium sized corporates with a particular emphasis on 
disposals and sale mandates. They are seeking to recruit two additional corporate financiers - one at Director 
level equivalent and the other at Assistant Director level equivalent in order to consolidate their position and 
prepare for future growth. 

You will provide advice to clients focusing on disposal mandates, acquisition searches and corporate strategy. 
Liaising closely with our own banking relationship managers, other parts of the Group and professional firms, 
your challenge will be to develop the business successfully to ensure the effective delivery of advisory services 
as pan of the overall management of clienu relationships. 

Candidates must have: 

• Experience of corporate financial disciplines (includin g : company valuation techniques, 
financial analysis and transaction management). 

• Sound understanding of Yellow and Blue book regulations. 

• A minimum experience of 5-8 years for the position of Director level equivalent 
and 3-5 years for the Assistant Director level equivalent 

All candidates will come from an investment banking, M&A, accountancy or legal background. 

We are seeking energetic, disciplined professionals with a keen sense of creativity and commercialism. You will 
be a team player with excellent communication and interpersonal skills. The basic package will be 
complimented by a profit bonus scheme. 

Contact: Amanda Lore a * Baden och & Clark, 16-18 New Bridge Street, London EC4V 6AU, 
TeL 0171 533 0073, Fax. 0171 353 3908. 

BADENOCH 8. CLARK 

recruitment specialists 


FISCHER FRANCIS TREES & WATTS 

Product Specialist, SICAY - Global Fixed Income 

An outstanding opportunity to join the London-based team of 
a leading global fixed income fund manager. 

We are seeking an individual who meet 1 ' the following criteria: 

* Fjuer.t m Lnglish. French and German 

* 2 to a \eais SIC AY adminis;raiion experience 

* F.xeelieni academic record 

Salary up to £40,000 plus benefits 

Please send curriculum vitae to: 

Ms L. Hynard. Fischer Francis Trees & Watts. 

Royal Court. Royal Exchange. London EC 3 V 3RA 
or email: lln nard@fftw.com 
Telephone: +44 (0)171 621 6284 
Fax: +44(0)171 621 6220 

Regulated by IMRO 


Permedia 


Pprscnalberatung GmbH 
Stcllbcrgstraftc 6 
D -6 05 39 Miinchcn 
Permediaffit-onlme.dc 


Our client a world-wide leader in the respective field, represented in over 100 countries and 
renowned for superior quality products, constant innovation and dynamism as well as employee 
excellence, is seeking to recruit dynamic and determined persons to take responsibilities as 


FINANCE MANAGERS 

for Market Subsidiaries in Europe 
(specifically Greece and the Benelux) 


Applicants should have a good academic education in business admlnfstration/economfcs with 
specialisation in finance (accounting, treasury, controlling, personnel administration and EDP/FT 
knowledge). 

Required is a sound working experience of 3-5 yeans in the field of finance, personnel 
administration/ human resources and a sound knowledge of local finance regulations in the 
respective countries. Candidates must be internationally minded, geographically mobile and must 
have a good knowledge of the local language as well as good English language skills and good 
communication skills. 

Our client offers a multinational working environment combined with a modem company culture 
(learning organisation, innovation, quality, risk taking), personal development (work in cross- 
functional teams, training) and excellent opportunities for building an international career. A 
motivating and attractive compensation package is offered. 

If you can meet the challenges of these key positions, you are invited to send your full resume (in 
English) to the appointed agency Permedia Persona I be rating GmbH. 


BASED IN JERSEY 


— THE 

Willis 

Partnership 


Manager 

Trust Company - Jersey 

A long established global private bank is seeking an experienced professional to 
join the management team of its Jersey trust company subsidiary. 

Due to expansion and Internal promotions, a vacancy has arisen for an additional 
Trust Manager who will be expected to join the bank at a senior management level. 

Responsibilities will encompass the administration of a diversified range of 
substantial worldwide assets on behalf of corporate and individual clients, as well 
as the provision of various consultative financial services. 

In addition to a number of years relevant experience, candidates should have 
Jersey residential qualifications and should hold a recognised accountancy, legal 
or banking qualification. 

The successful applicant will need to demonstrate a strong administrative ability 
along with the personal qualities needed to develop business and to deal effectively 
with clients at a senior leveL A certain amount of travel will be involved. 

Please forward your Curriculum Vitae in full confidence to : 

James R, Pettit / Ref: 0907 

The Willis Partnership. 11 Buckingham Gate. London SW1 E 6LB 
or Fax: 0171 82S 9967 • 


HI les Echos 

nwcuLiw LAQuotidim dvrEoona—m* 

The FT can help you reach additional business reader? in France. Our link with the French business newspaper, Le* Echos, 
gives you a unique recruitment advertising opportunity to capitalise on the FTs European readership and to further larger the French business 
work). For information on rates and further details please telephone: Karl Loynton on +44 0171 873 3694 
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ENERGISE YOUR CAREER 

ASSOCIATE AND BUSINESS ANALYST PROGRAMMES 

Origination, Mergers A Acquisitions, Trading , 
Risk Management* Asset Development 



Enron i* eac of ihc wothfi Urgco mtegnaed energy co n yuma anA yproxrarorty S2S m area. The <nmpaq> a raugnpcl dmrosb"<H H»hr | »o «■» a kodn 

in optimising emerging buwnew opponwmes by pnrridmg cempdiBse pnemg. retiahle Mrppty. mk< optimisation, ridt nunguxm tcnicn and »vw In* •'tut 
capital. Based a Laocfon. Enron Eurepe focmca paariy in ihc CK. c tf na ncn ra l Europe. Scan dm aria and die Former Soviet Union. 

As m (xgamsaoon writ as mmantml rq xm oo n for monaan. Enron n mansard m taDong m hifhfy eowspreamnal nduriuuK *ilb lfw JbtWj w dcmibnari! 
iMeHignee sod wuuarrc in a dynamic ud Cm paced cornuaem. 

The Analyst and Associate pr o gr amm e* provide a unique opportunity h> naate through an murandly wide range nf business fields, mclutlinf nnjnruumn. mi 
management and trading, mergers and a rrpmirhu a. awnmed finance, sistt ties etopmem and penws/gas m atteri n g. 
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Analysts Assort*!** 

CaropJetmg si* month to one year assignments, analysts mil ".wkcbwels with Awocwtc. are cnKtri members of deal nukmp teonw and nwke immnli)tc 

i mid u> senior nmugaacsi. By prorisfasj anatyties h probtem vAvtaj, wppan bunom-Uoe muihubavi to Ewwi a#«l its clients Alter 

you will develop financial and commercial acumen sad gam exposure » completing a series of thirc IP five mv month hhauoos. Aootidei nwy tv 

intenubowd openoons. This experience win be vial as a springboard into a promoted to posittam, within ewnmcnaat dcpanmeal' bawd < >o pohirmansv. 

chaHengnig career walun the atgamsatmn needs. .UJ Us and interests. 

To qualify as a candidate for coc of flag dnnaw ii ns programmes you vritt have: 

• A EQ<xl degree ia a atuncricaf-ixgcd cSsciptinc. Apptkaaoas from ca od i d a ies writ post graduate qualification?- mchtdiny FtiOs jie «<rck*mK- 

• A good understanding or finance and acc ou nting techniques and j working knowledge of computer modelling and spreadsheet analysis. 

• Drive, detennutauen and a pro-active nature wfeb the ability to wodk in a diverse ari unstnjenired wort ensirniiment 

• 2 years professional experience post degree. 

Additional requirements for the Asaooau programme are: 

• An MBA.doctome or equivalent post graduate qualification fimn a up European or US Busines, school. 

• 2-5 years professional experience in cnetgy. finance or trading with the abdity in command professional credibility with colleagues at all tcsvK 

• Commercial awareness and the abdity to dunk ‘outside die bos'. 

Fluency in a wfmd East/Wea/Carnal European is essential. Applications are particnlnriy welcome from individual-. with Central and Eastern Fitnyvan 

corporate Gfemce or power project expcnence. 

If interested please apply in writing quoting reference umber- AAeiStfT on your letter of application and envelope no kUer than Wednesday. IVlobcr"* 1‘WStn- 

Enron Europe Limited 

Human Resources Dept, 4 Mill bank, London. SWIP 3ET 
hrtp4/www.en ron.com 


Sales Desk Dealer (Europe) 


■mem 
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icompetitive 


This is a rare opportunity to join Abbey National Treasury 
Services, a leading financial institution in the international 
wholesale markets. ANTS manages significant investment 
and trading portfolios, comprising government bonds, 
fixed and floating debt securities, asset backed and 
mortgage backed securities. 

With these portfolios, ANTS is one of the world's largest 
issuers in the debt markers and a major participant in the 
international money markets. Through our Sales Desk, we 
deal direedy wKh central banks, supranationals, banks, 
financial institutions and commercial clients on a global 
basis. The Sales Desk is responsible for ensuring that 
short-term funding is available from a broad client base 
and over a range of currencies. 

We have a strong market presence in Europe and enjoy 
a solid reputation, by virtue of our market activities and 
our AA credit rating. With che advent of the EURO, we 
believe this is an opportune time to expand our 
European client base by looking outside our traditional 
Interbank list. 

We are looking for an experienced professional who can 
help expand our European contacts into the non-bank 
market place. You'll have a proven track record across a 
range of disciplines and in the selling of money market 
instruments to European institutional investors and 
commercial clients: 


London 

Working in a small ceam will offer maximum responsibility 
and every opportunity id develop a broad presence for 
ANTS in Europe. Strong interpersonal skills and the 
ability to work effectively as part of a team are vital for 
this role. Proficiency in working with Reuter Dealing 
2000. Bloomberg, Microsoft Excel and Ward is essential, 
and preference will be given to candidates fluent in 
French. German or other European languages. 

In addition to the excellent salary, you can expect a range 
of banking benefits. To apply, please write with your CV, 
stating current salary details to ANTS Human Resources, 
Abbey House, Baker Street. London NWI 6XL Please 
quote reference ) 1216. Cosing date 7 October 1998. 

To support a healthy work environment. Abbey National 
operates a no smoking policy 


Abbey National positively welcomes applications 
from every section of the community. 


t 




ABBEY 

NATIONAL 

. „ TREASURY. SHOT CB 



Scottish Financial Enterprise (SFE) Is the representative body far Scotland's financial services industry with over 200 subscribing members. 
SFE continually aims to exploit change for the collective benefit of its membership. Historically, SFE has focused on die 
international promotion of members’ services and to highlighting business opportunities so its membership. This promotional role will 
remain a prime function of SFE. Additionally, SFE will increasingly seek, to develop ta represe ntational role on behalf of its members with 
government, civil servants and financial anthortdes at Scottish, UK and EU leveb. tn those areas in which SEE* collective voice adds vahie 
to the efforts cf individual members. 

Sffi ate acts as the seaort principle point of contact with the media, communicating the views of Its members on public policy ima in so 
far a* they Impact upon members’ operations- 

This appointment. In succession ro Mr Grant Bahd the present Chief Exeanive, Is foil time; remuneration is negotiable up to £100^X30 p^. 
The starting date is also negotiable- ... 


The Afe 

Repottki* «> the Chairman «nl the Board you wfll taw* fa& reapamCbt&x? foe 
aD SFE cf«ratlaoal bwa, and far advising the Board on policy iaues. 


Reqataed ko had ani he mpcaetble far a mail team of ex*cutiw», 
ocvoidkaKlng their rifara to en u re daz the o t ga n faMton achieves the 
scaregtc objec ti v es a» dcoan tln ed by rite Board. 

RespoosUik for leading SFEk development as It wfapo to the axntxn^ly 
ring i n g txrrines* crrvltoimKJg wtthin which ta members cpertOE. 


Act at Sf hiprindml rpobspencm. co m m nn l fatlr tg die crlen rl 
to bU external pa rri e s . 

tUapo rmb te for maintaining dote peconal contact wttfa tie membership gy} 
key pextanalUes in die wane. 


Qt*t&caHam & Experience 

Yon will be xf degree levd rod have a proven rack record of waddr? at 
Senior management hmeb - preferably in the rector - far ihc last 10 
to 15 years. 

You will pcaaere a sound knowledge and andetstuadtog cf the dynamics which 
affect 5coahh4ared fi n ancial imrimtlo ra and be aeorittre to die political and 
wgnfatory i nflu e n ces no which they are sabjecc. 

Yen still hare a proven ability tn operate comfortably wtth senior figures In 
both die public and private secrets, taxi a rested abdity 
effectively with the media. 

Yon tom. be seif-motivated, innovative, dynamic and responsive to drone, 
commercially loaned and robust teben required. 

You should be an e nrimstori c and committed supporter of the Scottish 
feaBdalwoM. .... 


Interested candidates axe invited to seek farther particulars from Mr Granr Baird, Chief Executive and submit a cover Wrer and 

vitae by Friday 1 6th Ocrofwro Sir John Sraw Chafaman, Scottish Hnancisl Enterprise, 91 George Soeet, Edinburgh, EH2 3ES. 


&POOR’S 

" Ftmd Research 

Fixed Income Fund Analyst 


City of London “ 

^oidaiti* Poors Fund Research Ts. die market leader in providing delated analysis of UK & totemational inve^mum funds" 
With contmui ng dynamic growth in our services we are seeking another analyst to join our fixed income team. 

Our approach combines strong traditions of quantitative evaluation of Money Market and Bond funds with incisive qiudiuuiv 
analysis of investment processes. The role incorporates in-depth interviewing of leading fixed income SDecialiir* w 
subsequemproductionofdetailed reports. ^ Ia ,ne 

You will have thorough knowledge and understanding of fixed income securities. Although not essential practical 'xoeri ' ■ 
fixed income investment management will be a major advantage. Your technical abilites will be tested to the lull alonaw’th^' *" 
ability to convey the results of your analysis in a qualitative, written form. You wUl be a team plaver and possess excclIemMT 
in self-discipline, diplomacy and communication. Our operations are pan-European in nature so you must bo preoared to \ 
and n second language other than English will be an advantage. ^ p travel, 

In return we offer progressive, and challenging career opportunities within a growth-oriented business and a wh™ * i MaRf „ 
package that will fully reflect your own skills and experience. ‘ ‘ ^ nene ,ts 

This is a unique opportunity to exercise your analytical skills both technically and qualitatively on the international scene 
To apply please cohtact our advising consultants. IBL Recruiting quoting reference IBLFT001. 

Telephone: +44(0)7970615436 
Post: 14 Huron Road, Loudon, SW17 8RB 

EmaU: laa^iblrecrtiltingxotn www.iblrecmltlng.com 
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FINANCIAL TIMES FRIDAY SEPTEMBER 25 1998 


Enron Corp. r j S one of the world’s largest integrated natural gas and electricity companies 
with approximately $28 billion in assets. It operates one of the largest natural gas 
transmission systems in the world, markets natural gas liquids world-wide, is the largest 
purchaser and marketer of natural gas and is the largest non-regulated marketer of electricity 
in North America, manages the largest portfolio of fixed-price natural gas and power risk 
management contracts in the world, and is among the leading entities arranging new capital 
to the energy industry. 


Private Equity 


Associate 


Enron is also one of the world’s most innovative and successful developers of energy 
projects and energy solutions, including power plants, natural gas transportation and storage 
facilities, and gas liquid plants. Enron has 16,000 employees, and operations and projects in 


4 • 


Southern England 
Bristol Based 


Competitive Package 
Bonus Incentives 


NatWest Equity Partners is a leading provider of private equity for businesses across 
the UK and continental Europe. We have approaching £2 billion under management 
and a growing pool of funds from third party investors. 


30 countries. 


Enron Europe, a subsidiary of Enron Corp., is an innovative provider of energy merchant 
services, including physical and tinancial markets of electricity and natural gas products, risk 
management products and financing for third-party energy companies. 


Despite current uncertainties in the emerging markets, there continues to be demand in 
Eastern Europe, the former Soviet Union, and Central Asia for the development of energy 
infrastructure, trading and risk management expertise. Therefore, Enron is continuing to 
expand its already extensive presence in the region through the appointment of several key 
individuals to join active project development and origination teams. Ultimately, the locus 
for these positions will be to seek out and develop capital projects of the type and profile 
which are consistent with Enron's objectives and fit the strategic portfolio. The scope of (his 
activity may indude mergers and acquisitions, commodity trade financing, and aliiancing 
and partnering where appropriate synergies exist. Further responsibilities will be to introduce 
Enron's financial instruments and merchant products, into the markets concerned, and to 
strategic investors in the region. 


Directors 

Managers 

& 

Associates 


We are seeking a high calibre candidate to join our Bristol-based team as an Associate 
to develop our business in Southern England. 

The role will provide an opportunity to work in all aspects of private equity including: 

• originating, assessing and negotiating new investments. 

• conducting due diligence and 

• post investment portfolio management. 

The successful candidate is likely to be a chartered accountant with a flair for 
marketing and at least three years* lead advisory or investment experience gamed 
within a leading firm of chartered accountants, investment bank or private 
equity fund. 

The attractive renumeration package includes a company car, financial sector 
benefits and relocation assistance. 


Candidates should apply in writing with full CV and remuneration details to: 
Gail McManus, PER, 212 Piccadilly, London W1V 9L0, quoting Ref PER 302 
Tel: 0171 917 9486. Fax: 0171 917 9488, e-mail: perecruitdcompuserve.com 


NJtWrsJ Equity Partncit liimtrd Rrguljtwmj IMRO 


These roles will be attractive to individuals who have proven experience either in an energy 
finance, project finance, trading or project development capacity with a recognised 
international financial institution, energy company or trading house. These individuals will 
have at (east five years' experience of successfully operating in emerging markets, preferably 
those of the former Soviet Union and Eastern Europe. Experience working directly with an 
indigenous energy company, or for an international financial institution, or consultancy 
active with such companies in the region is seen as highly desirable. A relevant first degree 
with a Master's Degree or MBA from a respected institution is essential. English, in addition 
to fluency in one or two of the languages of the region, is mandatory. 


Russia,. Central Asia 
and Eastern Europe 


Interested applicants should apply by sending a complete curriculum vitae to Preng 
Selection, the executive selection subsidiary of Preng & Associates. 


Based 

London/Moscow 


Aros 

I I ( V • ( 1 i { ) / v' 


Nicola HoHyoake, Preng Selection, Langham House, Sente 104, 29-30 Margaret Street, 
London, WIN 7LB. E-maH: nrdd@preng-ulccom or fax: +44 (0) 171 580 1444. 



The FT IT 


Candidate must have proven 
record to control and manage 
operations in the specialised 
area of trading between the 
Futures and Options pits and 
the ability to bring in new 
business. An understanding 
of option hedge trading is 
desirable. *" ] 


Financial Research Editor 


Aros Securities is a Nordic equity - 
oriented investment bank me firm, 
headquartered in Stockholm, with 
offices in Copenhagen. Helsinki. Oslo. 
London. New York & Tokyo. 

London Branch is looking for 
individuals with a financial, publishing 
or news background to work with 
analysts in the production of research 
for institutional investors. 






Recruitment section 


is also available 


Experience gained on 
exchanges other than LIFFE 
and a proven ability to work 
with non-UK based clients is 
essential 


You will need strong communication 
skills to layout, edit and proofread a 
range of reports to our clients. 
Experience of Microsoft Office is 
essential and knowledge of PageMaker 
desirable. 


all week on 




Write to Box A6228 
Financial Times 
One Southwark Bridge 
London SE1 9HL 


Competitive compensation package 
available. 

For enquiries call Ulrica Slane: 
Aros Securities on 0171 711 5283 
or send CV to: 

Carole Alhim, Aros Securities, 
107 Cbeapside London EC2V 6DA 


ACCOUNTANCY APPOINTMENTS 


Group Chief Accountant 


Substantial international investment management group 


Finance Director 

Business Services Provider 


Monaco - Excellent Package 


m Our client is a privately owned. Monaco-based 
investment group, managing assets across a wide 
range of classes and geographical locations, with 
particular emphasis on global securities markets. 
The group is expanding its base of worldwide 
investments and is seeking to recruit a Group Chief 
Accountant to join its smaU executive team. 


m This is a new role where your remit win be to 
restructure the existing financial control systems 
and procedures as well as recruiting additional high 
calibre accounting staff. On a day to day basis, you 
wili be responsible for the preparation of financial 
and management accounts and monitoring of 
group financial resources, which win include the 
execution of complex financial transactions. Vbu 
will provide input to investment appraisal projects 
and operate as a key member of i he management 
team contributing in ail business matters. 


finance and you should have undertaken at least . 
one overseas posting or secondment Enthusiasm, 
discipline, leadership and excellent interpersonal 
and communication skills are necessary to operate 
as part, of a small, highly professional and 
successful team. 

• This demanekng role is best suited to 
someone who excels in an entrepreneur®/ and 
fast-moving environment It will be a weH 
rewarded, challenging position requiring a high 
degree of dedication and commitment 


West London - c. £50,000 + benefits 



m As this is a complex business environment 
you must be a chartered accountant with several 
years post qualification experience and possess 
first dass financial management skins. Your 
business experience should have been gained >n 


To be considered for this position please send 
your curriculum vitae with current salary details 
to Paul Modley, Ernst & Young Executive 
Search & Selection, Rolls House, 7 Rolls 
Buildings, Fetter Lane, London EC4A 1NH. 
quoting reference PM283. Fax 0171-331 1022 or 
e-mail: pmodleyGcc. emsty. co. uk 


m Our cheat provides a broad range of business 
services to corporates and multinationals m the 
UK. Operating from several locations, the 
company employs over 150 staff and has doubled 
its sales over the last two years to £45m. As part 
ol its continuing strategy for economic growth, 
the company plans to expand both organically and 
by acquisition, with a notation anticipated within 
3 years. The Board now wishes to appoint a 
Finance Director with the commercial flair to play 
a leading role in the future expansion of the 
organisation. 


' 0 Suitable candidates wdl be well educated, 
qualified accountants, vitith relevant post 
qualifying experience which will include 
experience of managing a finance function and 
dotations Communication skills, a positive 
management style and a genuine excitement in 
the business are pre-requisites. 


i!J Ernst & Young 


The United Kingdom firm efBrmt tr Yeung is a member of 
Erm & Ymmg Imrmmmul 


m Reporting to the Group MD. the successful 
candidate will be responsible for the accounting 
and financial administration of the company. 
Additionally the FD will play an integral pan >n 
the process of acquisition and post-acquisition 
integrations. As a senior member of the 
management team, this high profile role offers 
an exciting opportunity for personal achievement 
and career advancement. 


To be considered for this role, please send 
your curriculum vitae with current salary 
details and an explanation of how your 
experience meets the above requirements 
to Paul Modley. Ernst & Young Executive 
Search & Selection. Rolls House, 

7 Rolls Buildings, Fetter Lane, London 
EC4A 1NH . quoting reference PM284 
Tel 0171 931 1006. Fax 0171 931 1022 or 


e-mail: pmodley&cc.ernsty.co.uk 

M Ernst &Young 


77 * L 'nrted Kinfdflm firm of Emit & Km ng a a member of 
Ernst c* Young fnimutieiutl 


YOUNG INTERNATIONAL TROUBLE-SHOOTER 


REGIONAL CHIEF FINANCIAL OFFICER 


Highly Motivated Accountant Supporting Global Finance Team 


Global Media Group 


Global Role 


c. £45,000 + Bonuses 


W. European City 


$100,000, Bonus, Excellent Benefits 


This dynamic and entrepreneunai Gobsl Meda Group, operates seven/ Divisions worldwide. It Has e^unded agVScartly w recent year* bexh by 
prpnc growth and aqiasaiorw in the US. Eixope, far East and South Amenca. 

In a kjither st rei Rin g ing o( Group foaxe. the tntonaiiora Troufa/e-ShoctTg team requires an addraorwA antanous young flccouwant who wfl 

have the rpsponsifaiEt/ at respondng to regona 1 and sixjda-y ccmparry requirement reporfng Greedy to the FrvmdaJ Conifer. 


Tht dynamic and entrepreneurial Orgsteauan is one of the werid’s largest Medu Groups. It has expanded agnifcamV m retenl jusm tcHh tr. 
or gan ic growth and acquisitions m the US. Europe. Far Easz and South America. VAh its cor clam drive tor continuot/i improvement, a higi ca&bre 
Finance Protesacna) e now required to rrurwgc a cross border finance and Custcmer Service opera ion. 


The Role 

■ Report to Chief Financial Controller based h Amsterdam. Mottfe 


positron support*^; $obal finance team. Extensrve travel reqiired. 

• Provide support at local level in a number of hey areas ncftxfing- 

• 'fear-end preparation wort, heavy ’nvdvemen n budgeting 
process at regional or ai»cfary level. Review balance tfieeL 
Cash management. 

■Sgtfczra nvofcemert in the improvement processes and 
procedures with special emphasis on I.T issues. 

■ Provide test practice’ actaoe to local managemert Fesponsfcte 
for training of local staff 

• Aarg as interan finance managerwhere requred. 

• Ad hoc investigations and propq work. 


The Candidate 

Graduate Quailed Accocntant/MBA, Proven track record withm 


The Role 


The Candidate 


pressued international Group dming througi change and tgtening 
controls. 


■ Report to Regona/ Dvearor 

■ Select, btdd and manage quafty finance and Customer Serve* 


Graduate Qualified Accocnont Pr enter track record m senior line 
financial rcJe within pressunsed Irtemanonal Group. 


Outstanding commxiicatnn and presentation sfcib. AWty to 
command resped across Group. 

Se/f-motivated. entfuoastre approach, pro-active style with 
Co nan ero a l Bar. Thrive n challenging and demanding 


• Prowde a pro- active, comprehensw financial and management 
accounting support -ervice to European Eksness Heads. 

■ Manag; irratgh a Customer Services Manager the bad ofite call 


• Outstanding man-managemerd. commumcatior. and presentation 
Skills AWfiy to command resp«t across buanes, 'cultures. Second 
bnguage desirable. 


centre aewnes. 


• Strong LT sfafc preferably with Sun ejpenence. technicaly 
wceflent £ngj£h speaking, second Izngucge an advantage. 

* Must enjoy travel and deafetg vrth difererc aiures. 


Please apply in writing, enclosing k£ CV qucxffig reference nuntoer [BA/320. 


T AlI/DUTVTr 1 !? Mturopofflan Hnose. Qq- park Business Vfflafr. 

Ll/\W I vJljJAI LjUi 1 20&kKfleyRn3d.M3ncfiesta:M16 9HQ Eotfand. 

Tfefc +44 161 877 443a Rat +44 161 877 67U& 


E-maS: lmTencebariKU@couipaserve.roiD 



• Commercial approach to pnontee customer demands 

■ Ensure ngfs financial controls are in place. Awareness ol cn» 
bonier \W7tax imp&catioos. 


SeH-n ctrvated, assertive yet diptomavc with mature approach. 

pro-active style with commercial Air. Thrive in chaBungmg and i 

■ 

demanding erwronment Deovem outer ■ 

Strong I.T sWh. techrucalfy e*cdtenL ■’ 


Please apply m writing, endosiqg (u! C\( quoting reference number UW32 1 . 






LAWRENCE BARNETT 


MetitipnUian House, rat)' ftufc Business MUace. 
2(1 Brindley Road. Manchester. MIG 9H0 England. 
Tel: +44 161 877 4439. ftix; +44 1G1 877 6708. 
E-niaU: lawrencebarnetiinHriimposme.coni 


Appointments Advertising 


appears in the UK edition every Monday, Wednesday & Thursday 
and in the International edition every Friday. 


For further information please cailrKarl Loynton on +44 0171 873 3694 


A 
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(FD Designate) 


Harrow 
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Financial Controller 


c £45,000 + Benefits 


Financial 

Controller 


As a recently floated Pic, Metroline has 
more than doubled in size by means of a 
targeted acquisition policy in the year since 
it came to the market. As a result of this 
rapid growth. Metroline is now seeking a 
commercially minded individual to take 
charge of the financial affairs of the group's 
two principal London Bus operating 
subsidiaries with a combined turnover of 
around £80 million. 


♦ Managing an established team of 14 staff. 

♦ Developing the business through an 
understanding of financial issues. 


Central London 


£70,000 + Benefits 


♦ Liaison with Group, Directors and other 
non-finance members of staff. 


Candidates should be able to show a 
consistent record of achievement and 
should be ready to take on the subsidiary 
board role which is expected to be on offer 
within 6-12 months. 


You will be a highly motivated qualified 
accountant with a pro-active and hands-on 
style. You will also be able to apply your 
proven analytical and management skills to 
influence the bottom line. 


Launched in 1997, Channel 5 is a dynamic new 
commercial terrestrial channel, supported by a 
consortium that includes United News and Media Pic 
and Pearson Pfc. It has quickly gained a 5% market 
share through innovative programming schedules, 
ground-breaking film deals aid broadcast of major 
sporting events. 


Reporting to the Finance Director, the financial 
Controller will be required to contribute significantly to 
the development of the business. 


Key responsibilities will include: 


Controlling the financial affairs of the two 
principal operating subsidiaries. 


Interested candidates should send their CV, 
enclosing details of current salary package, 
to Josh Edmunds at Michael Page Finance, 
Page House, 39-41 Parker Street London 
WC2B 5LN. Pax: 0171 831 6293. Please 
quote reference 453828. 
e-mail: joshedmunds@michaelpage.com 
www.michaeipage.com 


The role is broad ranging, spareang not only the 
traditional areas of control and reporteig. but will also 
have critical involvement in key projects, change 
management and strategic planning. 


Specific responsibilities will include: 


♦ Systems and processes - development of 
financial systems and robust procedures across 
the business. 


♦ Critically appraise current reporting methodologies 
and efficiently manage forecasting/budgeting and 
statutory reporting processes. 

♦ Management and development of the finance team. 

♦ Perform a key role In major projects both as a team 
leader and participate in cross functional teams. 

The successful candidate will be an experienced 
financial Controller with a broad based commercial 

background and able to demonstrate a track record of 
delivery. A proven team leader, you will thrive working 
in a fast moving, non-bureaucraac environment with 
the ability to multitask and move easily between 
projects. In addition, you wifi be able to demonstrate 
credibility with Senior Management and excellent 
communication and presentation skills. 

Interested candidates should forward an up-iodate CV 
to Malcolm Kelly at Michael Page finance. Page 
House, 39-41 Parker Street London WC2B 5LN. 
fax 0171 831 2612 or wwj-mchaelpage.com 
e-mail: malcolmketlytfPmichaeipage.coiT) 


Michael Page 


Michael Page 


FINANCE 


FINANCE 


Australia • China • France • Germany • Hoag Kong - Ualy •Netherlands • New Zealand • Singapore -Spain -UK- USA 


Australia • China -Fiance -Germany -Hong Kong* Italy •NetherisDds- New Zealand -Singapore -Spain* UK* USA 



Business Systems Accountant 


Exert your influence through Financial Systems 


Argos Is a powerful force In modem retailing, with over 431 stores and a turnover In excess of tUO MIBon. Since 
acquMtfon by Great Universal Stores (GUS) the organisation has embarked on a period of exciting new de ve lopment s . 
Argos is tenant on the Imaginative and effective use of technology, e mp l oy ing a variety of s y s tem s to support this 
dynamic business, wttti an impressive co mm it m en t to excellence. Argos embraces a culture that encourages continuous 
Improvement, accoarrtabHty and team work. 


Milton Keynes 


to £40,000 + FX Car + Excellent Bens 


Working closely with the Finance Systems Manager and 
business users, you will provide analysis and systems 
development reviews on both existing and future leading 
edge systems throughout the Argos businesses. 

You should be a qualified accountant with at least two 
years post qualification experience with a solid 
understanding of the principles of ledger based systems 
and financial applications software.. ... 

You will need to demonstrate: 


objectivity necessary to appreciate the organisation 
wide implications of integrated finance systems. 

♦ An understanding of the principles of project 
management 


♦ Strong Microsoft Office PC skills. 


♦ Exposure to any of the following proprietary financial 
ledger systems (eg Lawson, JO Edwards), Hyperion or 
multidimensional modeDrng tools. 


♦ Excellent communication skills, vital In explaining 
complex systems Issues to both users and technical 
specialists alike. 


♦ Well developed commercial skills combined with the 


Please write, enclosing a CV. to our retained consultant 
Jo Has sail at Michael Page Finance, Grant Thornton House, 
214 Silbuiy Boulevard, Milton Keynes. Bucks MK9 1LT. 
Telephone 01908 692611. Fax 01908 692488. 
e-mail: JohassalKPmfchaeipage.com www.mlchaelpage.com 


Michael Page 


FINANCE 


Australia - China - France -Germany -Hong Kong- Italy- Netherlands -New Zealand -Singapore -Spain- UK -USA 


Business 

Analyst 


Psion PLC Is a highly successful and rapidly growing UK quoted 
group. With a turnover of £142 milli on in 1997, the company 
develops, manufactures, distributes and markets palmtop 
computers, industrial terminals and mobile network products. 
Currently the largest shareholder in Symbian, a joint venture 
with Ericsson, Nokia and Motorola to promote an industry 
standard operating system for the next generation of mobile 
communications and computing products, future prospects for 
the business are outstanding. 


Central 

Loudon 


The Role 


The Person 


to £40 K 

+ benefits 


Reporting to the Group 
Financial Controller and 
liaising with ail finance and 
non-finance departments, 
specific responsibilities 
will include: 






♦ Forecasting, modelling and 
associated analysis. 

♦ Treasury management 

- including foreign currency ' 
exposure. 

♦ Business planning and 
benchmarking. 

♦ Project work. 

The role provides an excellent 
entry point for rapid 
progression through 
the Group. 


♦ A recently qualified accountant. 

♦ Excellent technical and 
analytical skills. 

♦ Strong intellect and motivation. 

♦ Excellent interpersonal skills 
and an assertive and pro-active 
team player. 


Please send your curriculum vitae 
: wgh-covertng letter to $imon . 
Keating , at Michael Page 
Finance, Page House, 

39-41 Parker Street , London 
WC2B 5LN, or fax him on 
0171 831 2354. Please quote 
reference 453465. 

Alternatively, e-mail him at 
simonkeating@michaelpagc.com 
www. micbaelpage. com 


Financial Controller 


Flotation Opportunity 


Cambs 


c £50,000 + Car + Bonus 


Our client is an entrepreneurial global software 
services company. Acquisitive, with a blue-chip 
client base and highly regarded products, our 
client has experienced and continues to 
experience growth in excess of 50% per annum 
In revenue and profit. 


and supplier negotiation and partnership 
agreements. 


♦ Targeting acquisitions and due diligence. 


Reporting directly to the CFO and General 
Manager, this newly created role will oversee a 
most exciting stage in the company's strategic 
development as flotation is anticipated within 
2-3 years. 


Ad-hoc projects Including devising innovative 
approaches to monitoring business 
performance. 


Specific responsibilities will include: 


Prospective candidates will be ambitious 
qualified accountants, c 2-3 years PQE, with 
strong technical and people management skills 
ideally gained In IT/Telecoms or a related 
service orientated sector. 


♦ Pro-active management of the finance team. 
Improving methodology, processes and 
controls through a period of considerable 
expansion. 


Direct involvement with all commercial 
activities including contract review, customer 


Interested candidates should enclose an upto- 
date CV including current remuneration details, 
quoting reference 453753 to Joe McShane at 
Michael Page Finance, Centurion House. 
136-142 London Road, St Albans, Herts Al_l ISA. 
or email: joemcshane@michaelpage.com 
www.michaelpage.com 


Michael Page 


FINANCE 


Australia * China • France • Germany • Hong Kong- Italy - Netherlands • New Zealand - Singapore- Spain . UK • USA 



rasas 


International 
Financial Controller 


London 


Our client Is a US listed software company with a 
market capitalisation in excess of $1.5 billion. 

A combination of market leading products and 
exceptional sales performance has lead to 
growth in excess of 30% per annum and has 
created a requirement for a commercially minded 
Financial Controller. 


c £45,000 + Car + Benefits 


♦ Management and development of finance 
department. 


Reporting to the UK finance Director, the 
principal responsibilities will include: 


► All aspects of group reporting Including 
statutory accounts and monthly management 
Information. 


♦ Development and implementation of systems 
for UK and international operations. 


The ideal candidate will be a graduate ACA 
qualified accountant with 2-5 years post qualified 
experience, preferably gained in the httech/ 
computer software sector. As well as proven 
experience of implementing financial processes, 
you will be able to demonstrate excellent high 
level communication skills, good business 
acumen and the ability to think laterally in 
the provision of commercial solutions to 
business problems. Experience of working in a 
demanding international business would also 
be an advantage. 


♦ Development of budgeting, forecasting models 
and treasury operations. 


► High level business support to general 
management Including project appraisal, 
market analysis and set-up of new operations. 


Interested candidates should apply in writing to 
Malcolm Kelly at Michael Page Finance, Page 
House, 39-41 Parker Street, London WC2B 5LN, 
telephone 0171 269 2295. fax 0171 831 2612. 

e-mail: malcolmkelly@mlchaelpage.com 
www.michaelpage.com 


Michael Page 


finance 


Australia - China - France- . a** Kong . Italy - Netherlands • New Zealand . Singapore. Spain . UK . USA 




www. m ichae I page . com 
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FINANCIAL TIMES FRIDAY SEPTEMBER 25 1 998 


£ 80,000 package 
plus benefits 


Retail 


North West 


Head of Financial Planning & Analysis 


With a slgnUkant High Street store portfolio, rapidly expending home shopping operation and turnover in 
excess of £SQQ mttBon, this is one of the fastest growing retail brands in the UK. As a result of an Internal 
promotion, a commercially astute Finance professional Is required, who wiU work as part of the senior 
management team to achieve ambitious growth plans within this expanding sector. 


THE ROLE 

■ influential role with primary focus on supporting 
and adding value to strategic planning and 
deoslon making through the provision of top 
quality management and financial Information. 

■ Co ntrib ute to the full range of strategic and 
operational issues in order to enhance the brand 
and customer propositions. Ensure robust 
planning and budget processes. 

* Work effectively with colleagues across functions 
to optimise efficiency and maximise profitability. 
Continually Improve controls to take account of 
rapid growth and innovative service dh*rslfiCBt»oa 


THE QUALIFICATIONS 

■ Ambitious graduate calibre qualified Accountant 
with experience of managing a finance team in an 
entrepreneurial, rapidly expanding organisation. 
Ideally exposure to retail or related multi-site 
Service business. 

■ Strong financial planning experience. Background 
negotiating service level agreements with internal 
and external suppliers. Comfortable operating in a 
matrix organisation. 

■ Analytical with strong commercial orientation. 
Lateral thinker focused on delivering innovative 
solutions. Adept relationship builder and team 
player with the energy, drive and commitment to 
help grow this dynamic business. 


Leeds 0113 130 7774 

London 0171 298 3333 
Manchester 0161 499 6700 


Selector Europe 

Spencer Stuart 


Pteasa reply with fun details tos 
Setactor Europe. Raf. MN/aMMSM. 
Mfington Court. Gmncoum, 

333 Sty*! Hoad. MandMSNr M22 SLS 


To £120,000 plus bonus 
& benefits/options 


Quoted Global 
Engineering Group 


Northern Home 
Counties 


Group Finance Director 


Internal promotion has generated the opportunity for a talented finance professional to Join 
the board of this ungeared £200 million Airenutfona/ group. Stimulating remit to help deliver 
a challenging strategy, transforming the business for focused growth. 


THE ROLE 

■ Reporting to the CEO, a key member of the 
executive board with full responsibility for 
financial management and control, treasury, 
tax, IT and business appraisal. 

■ Championing and delivering initiatives to 
ensure continuous improvement in systems 
and processes is established and maintained. 

■ Identifying, evaluating and delivering 
strategic alliances and acquisitions worldwide 
to enhance critical mass and leadership in 
specific overseas markets. 


THE QUALIFICATIONS 

■ Commercial and ambitious graduate 
Accountant with at least five years' financial 
management experience m a group/divisional 
role, ideally in engineering or manufacturing. 

■ Alen. crisp and responsive analyst with an eye 
for detail and the interpersonal skills to 
critique and challenge strategic thinking at 
board level. 

■ First-class leadership skills coupled with high 
levels of energy. Demanding yet motivating 
manager capable of extracting consistently 
high levels of performance from subordinates. 


Leeds 0113 230 7774 
London 0171 298 3333 
Manchester 0161 499 6700 


Selector Europe 

Spencer Stuart 


n«u* rvply with fuU diWk to. 
Selector Etvopa. Ret. THVUM7-2/M, 
li CamuugM Mvi. 

London w3 ZED 


$120,000 plus bonus 
& benefits 


US Multinational 


Paris 


VP Finance - Europe 


Dynamic new team driving 25%+ per annum growth In a global 5400 million division of a ma/or US 
multinational serving the automotive and aerospaca sectors. Excellent opportunity for a highly 
commercial finance professional to play a key role In exploiting the growth potential across Europe. 
Definite international career opportunities. 


THE ROLE 

■ Responsible to the CEO Europe lor the 
establishment of first-class business planning, 
budgeting, accounting, reporting and control 
procedures to enhance decision making, dose 
liaison with US counterparts. 

■ Member of European executive management 
team developing and implementing overall 
strategic and operating plans. Lead role in 
acquisitions with target of doubling revenue to 
£400 million in 3 to 5 years. 

■ Active role in investor relations providing 
analysts with a perspective on the European 
operations. 


THE QUALIFICATIONS 

■ Commercially astute, qualified accountant or 
MBA with previous responsibility at senior level 
for delivering results in US GAAP for the pan- 
European operations of a US multinational. 

■ Leadership and initiative to contribute to 
strategic debate as well as active involvement in 
integration and performance enhancement. 

■ Team player and leader with proven success in 
establishing robust and effective financial 
controls and disciplines on a pan-European 
basis. European languages an advantage. 


Tel: +33 1 53 57 81 IS 
Fax: +33 1 53 57 81 00 


Selector Euro pe 

Spencer Stuart 


Hmm rap* with full derate to: 
Spancar Stuart. Ref. Z771MUM. 
13 Avanoa Until, ‘ 

75116 Parts. Franca 


c. £75,000 package 
plus benefits 


Burmahcastrol 


Swindon 


Treasury Manager 


A key appointment reporting to the Group Treasurer as pan of the central Corporate Finance team of this 
substantial International Group. A highly visible role working closely with group and One management to 
ensure effective and appropriate funding and balance sheet management strategies an devised and 
Implemented as further international growth and development takes place. 


THE ROUE 

■ Playing a major role in evaluating and driving 
initiatives to optimise the capital structure of the 
Group and supporting the Corporate Finance 
Director and Group Treasurer in capital market 
negotiations. 

B working with other functional experts and the 
operating businesses to achieve strategic 
financial goals ensuring that the businesses are 
appropriately funded and that relationships with 
the banks are properly managed. 

B Undertaking 'adhoc' projects* to improve 
effectiveness of cash and liquidity management 
throughout the Group. 


THE QUALIFICATIONS 

B Bright ambitious ACT qualified graduate. 
Probably a Chartered Accountant with solid 
Treasury experience gained within a complex 
multinational group. 


Natural team player with high levels of energy. 
Able to work on multiple assignments arid 
undertake international travel where necessary. 


First-class communicator and presenter, credible 
at board level and able to work effectively with 
third party advisors. 


Leeds 0113 230 7774 
London 0171 298 3333 
Manchester 0161 499 6700 


Selector Euro pe 

Spencer Stuart 


Hnh rap* with full detailt to; 
Selector Europe. Rtf. TKB/H734-4/U. 
16 Connaught rim, 

London W2 ZED 


Finance Director 

Outstanding opportunity within a prestigious retail pic 


Thames Valley 


c £80,000 + Car + Benefits 


Onr client is a highly successful listed UK Pic enjoying highly profitable trading activities, with turnover currently 
running at over £100 million. Operating in a highly competitive m a rket p lac e, die company has enjoyed substantia] 
growth through both or^nic and acquisitive means. The appointment has arisen as a result of this business growth 
ami the ride is seen as a key member of a successful management ream. 


THE POSITION 

• Report to the Chief Executive and provide strong 
commercial input on a range of strategic and 
operational issues, playing a significant role in 
driving profitable growth. 

• Assume full responsibility for fin ancial 
management and control alongside company 
secretarial duties and related administration. 

• Develop systems and procedures to fa cilit a t e 
effective fewnrtai control and generate 
manag ement information that adds value to 
decision making throughout the business. 


QUALIFICATIONS 

• Qualified Accountant. 

• Experience gained within a dynamic multi-site . 
customer focused business, preferably Pic with 
the ability to represent the company to the City 
and external parties- 

• Proven commercial acumen founded on sound 
technical skills and ambitions for persona] and 
professional development. 

• A teamp layer, results orientated, motivated with 
excellent interpersonal skills and die ability to 
contribute to a lively and informal environment. 



QUESTOR INTERNATIONAL 


SOUTH WALES 


c. £60,000 + BONUS + BENEFITS + EQUITY 


generat in g sales of c £200, operating 27Q stores nationwide. 
EstabEabed brand and strong market presence. Following a 
venture capital backed MBO, the business has an ambitious 
new store opening pr og ram me whilst enjoying exceptional 
rapid payback on new stores and development costs. 

• The company requires an energetic and commcrcfed 
Group Ruanda) CootroQcr who will act as right hand 
person to the Group finance Director who has broader 
responsibilities outside the finance ftmetkat and b a 
member of the team driving the business. The Individual 
win play a key role in supporting the finance Director and 

(he board. preparing the company for a possible notation 
In the near future. 

• The tndfvktaa] will be responsible for financial 
reporting, forecasing, budgeting, business analyst and ad 
hoc strategic projects which win include acqirisiapa*. An 
eariy priority wflj be to modernise and develop 

•xwnp nrtw m il w . f h vHMSal Control dPjfipHnrs and rig hriy 
manag ed planning wi anal ysis puflepmet 


• Graduate, quafified accountant. Established record 
of a chie v e m ent ideally in a btuecMp consumer branded 
multi-site service or retail organisation where finance 
actively co n t ribut es ip broader co mmer c i al decisions. 
Experience in financiaJ planning and analysis would be 
preferable. 

• Rrsi ebss conurrunicaticai skills, and the ability to 

support and have otsEbSUty whh both financial 
and nmtilmnrfeil a-ntnr manageme n t . fannia^V and 

creative, capable of operating in a dynami c, bsc growth 
business. 

• Good intellect, strong analytical and strategic planning 
skills, combined with a hands-on approach. Capable of 
wotting In an informal non-hterarcMcal organisation and 
empa thising with an entrepreneurial culture. Able to 
conuflsute to the de v el o pm ent of a strong comme rci al 
finance function. The position will have an opportunity to 
make a major commercial and St ra tegic input to the group. 
The position offers scope for development wititin a 
growing company. 


node apply in writing quoting reference 1707 
.with fkdevecrand sabry details r« 

* - Katie Orr. -’ 

- .Wbfcchcad Selection 

. II Hffl Street, Umdca W1XS8B 
‘ Tet 0171 290 200IX Sate 0171 290.2050 
■www.wttirafaca dsefe a i o n jojik 
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Interested-candidates should write, enclosing foil -career and current salary details to Julie Gilgrist and 
Stephen Banks at the Consumer-Division, Questor International, 3 Burlington Gardens, London WIX 1LE. 
Please quote reference 2530. Tel 0171 292 8300, Fax 0171 2S7 5457, e-mail: ^SquestarinLcom 


GROUP FINANCIAL CONTROLLER 

COMMERCIAL ROLE WITH EQUITY STAKE IN VENTURE CAPITAL 
BACKED, EAST GROWTH RETAIL BUSINESS 


Appointments Advertising 


appeals ta the UK eifitioa every Wednesday & Tlwreday and In the Wsrnaflonal eiBHon every Friday. 
RyMoniBlJon on advertfefc£ hi tl& section pteaBecd 
■ Kari Loynton 01718733694 


Financial Times 


Highly successful PLC 

Financial Controller 


m Our client is a puMdy quoted leading 
regional newspaper company with nearly sixty 
dtles dstrtouted around London and the Home 
Counties. 

• Reporting fo the Finance Director, the 
Financial Controller win be responsible for the 
management of the Finance Function of ten 
staff and initially focus on developing the 
financial systems to ensure that they are 
properly integrated and that accurate, meaningful 
information can be produced on a timely basis, 
m Candidates should be ambitious, 
commercially focused qualified accountants 
with the ability to work effectively in an 
informal but fast moving and rapidly changing 
environment, giving individuals the 
opportunity to take on increasing 
responsibilities. Appftcants should have 
worked within a high transactional volume 
business; have the ability to communicate 
weH throughout business, with particular 


N.W. London - c. £50,000 + Bonus + Car 

emphasis on the Main Board and operational 
managers ; and possess good IT t including 
spreadsheet) skills - familiarity with Sun 
Accounting would be ideal, but not essential, 
m For candidates who can demonstrate the 
right level of ability, the potential expansion of 
the company should be able to offer good 
career development opportunities. 

Please send your curriculum vitae with 
current remuneration details and an 
explanation of how you meet these 
requirements to Carrie Andrews, 

Ernst & Young. Executive Search & 
Selection, Rolls House, 7 Rolls Buildings, 
Fetter Lane, London EC4A 1NH. quoting 
reference CA288. 

ES Ernst &Young 

Tit United Kingdom firm of Enut & Young is a member of 
Ernst & Young International 


EUROPEAN BUSINESS 
TREASURY 


Switzerland 

Through its powerful premium brand portfolio and 
superior marketing, manufacturing and distribution 
expertise, our dteu is firmly established as the world's 
most successful consumer packaged goods company. 
Ranked in die Top 1 0 of aD companies worfd-widc in lams 
both of profitability and marker capitalisation, strong 
financial management is at tbe heart of business success. 

Due lt> continuing impressive growth anti investment in 
the rapidly evolving markets of Eastern Europe, ihr 
company is seeking to recruit a talented finance 
professional to job the highly visible Treasury leam at its 
Swiss bead office. Working dosdv with tbe Head of 
Treasury and with Eastern European businesses to 
optimise tire use or funds and to minimise bos incss risk, 
this is a wide-ranging role. Responsibilities involve 
providing expert support in areas including cash 
management, balance sheet forecasting, changes in 
investment and the monitoring or risk factors. With 
responsibility for the preparation of the annual financial 
policies and Treasury reporting processes, there will also 
be involvement in the training of local staff to ensure 
high level' performance in the company's Treasury 
operations throughout Eastern Europe. 


Excellent Package 

The position requires a combination of strong finance 
and financial modelling skills. Treasury experience and 
real commercial Hair. Creative thinking and problem- 
solving ability are essential, with the confidence to make 
sound judgements on issues of business risk. 

Candidates must be fluent in English and have the 
necessary interpersonal skills in build and manage 
effective working relation bhips throughout the region 
and beyond. Exposure to Eastern European markets 
would be an added advantage. 

Our client's working environment and the way in which 
it rewards in employees are as impressive as its business 
perfo rm ance. The salary and benefits package h 
generous and the breadth and exposure of the role will 
provide future career opportunities within the company. 

Interested applicants should post or tax their 
CV quoting re£ 304 and giving current salary details to 
Aldervriek Consulting Limited at the address below. 
Kir mute information and an i"' 1 *"! £acnsdon in 
confidence, please call 1+44) 171 242 9191 (weekdays) 
or (+44) 1480 477437 (evenings and weekends). 


AiXU'RWICK 

CONSISTING 


SEABCB * SELECTION 

K TETTER LiNE, LONDON ECU. UR TELEPHONE: I +44) 171-242 BIB) FAX; <444) 171-342 U» 
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ENERGISE YOUR CAREER 

Excellent salary and benefits package 

Based London 


r B* 






operation 


Enron is one of the world's largest integrated energy companies with approxanately S28 biSion in assets. The company is recognised throughout the industry as a leader 
in optimising emerging business opportunities by providing competitive pricing, reliable supply, asset optimisation, risk management services and a c cess to low con 
capital. Based in London. Enron Europe focuses primarily in the UK. continental Europe, the Nordic countries and the former Soviet Unron. 

As an organisation with an international reputation for Innovation. Enron Is looking to fill the following rotes to nfport our commercial activities as they continue to expend. 


TAXATION PROFESSIONALS 


Internationa! Treasury Manager - Excellent Package - London 


International Tax Manager - 
Eastern Europe 

TKs podtion wffl suppwc EnronV Eastern European and 
Scandinavian opwatioflf. ’feu wil be respenabta far provkfng 
creative local and US ox advice for capital infrastructure 
projects, project finance. commcxSry derrvatives, firandal 
products and the trading of physical energy. 

You will need experience of European and US outbound 
tandon and experience of structured transactions, 
mergers and acquisitions and financial products would be 
an advantage. 

The ideal eandkfcnt will be a graduate accountant or lawyer 
with a minimum of 3 years' i nte r nati onal ox experience. 


US/lntemational Tax Manager International Compliance Specialist 


The primary responsibility for this London based 
position Is to provide US corporate tax support for the 
European operations in addition to host country tax. 
issues for selected European projects. 

You will be required to have in-depth experience in 
mergers and acquisitions and Subpart F mitigation 
planning. An undwstamfing of financial products would 
be an advantage. 

The ideal candidate will be a Certified Public 
Accountant whh a minimum of 5 years' corporate, and 
at least 3 years' US international tax experience. Being 
qualified as a US tax attorney would be an advantage. 


The primary responsibility for this position will be UK 
tax reporting and compliance whh an opportunity to 
expand into US GAAP, tax reporting. US ax issues. VAT 
and European tax compliance. 

Prior experience in the preparation of UK tax 
computations and tax accounting Is required. Tax 
comp&ance will cover diverse businesses* that are involved 
with all aspects of the energy sector, including power plant 
development, trading of physical commodities, financial 
derivatives and cross border issues. 

This is an ideal role for a recently qualified accountant 
who has at least 12 months' specialise experience in UK 
corporate taxation. 


FINANCIAL OPERATIONS PROFESSIONALS 


Senior Management Senior Project Management Accountant 

Accountant Accountant Working dowdy with the senior man a gement accountant this 

This is an exciting opportunity for an experienced This is a new and varied role that will support various is a challen^ op ponui^f^an experienced mara^tiitenc 

management accountant who wants to move into a aspects of the financial operations area. Initial focus wifi be accountant ed pan our dynamic fast monrg environment, 

management role in a dynamic, fast moving environment. on die co-onfinatian of finance activities In our growing You wfil support the senior management accountant by 

You will need a "can do" attitude In order to deliver key die review and pryring and analysing PAL for revi ew by bu sing heads, 

improvements In this area. The Initial focus wfll be tm the 5” °" ^“”*5 

development of financial reporting tools to enhance the abo rifer supp ort on ^ rfitiatwtB^ example. expenditure, tegafenmy cost allocations and statutory 

quality of information flawsarourKd the business. You will '*^"8 tral«ig nerds for this group accounts preparation 

also manage the forecasting and budgotting process for The Ideal candidate will be a qualified accountant with The Ideal candidate wtil be a part quafified accountant 

overheads, as well as control reviews and process a broad range of experience In a number of commensal with at least two years' management accounting 

reengkieering for the G&A area. environments. experience who has good systems and spreadsheet skills. 

A key m your success will be your ability to motivate As well as strong systems skills you will also need to be a Prnjprt ArrOllllfant 

and develop a team of part qualified accountants. seif starter who Is able to interface wed with teams and ' 

The Ideal candidate for this role will be a quafifled also take responsfcffity for yoiir own Indr/iduaJ projects This is an excellent opportunity for an enthusiastic 

accountant with good systems skffls and at least three This wffl be a truly pan European role and wfll involve ro * e 

years’ post qualification experience. As Important as some European tnweL prtmarty tavohes project accounting far a romplex 

experience will be you- resilience, aMhy to work in a portfolio of soured mvesmiems andmuJti currency 

team and drive to make thfogs happen. cashflow analysis co support funding decoion makmg 

The successful applicant wifi be a pan qualified 
accountant with I to 2 years' general accounting 
experience. You will abo need good spreadsheet skiffs 
and the abSty to juggle several projects at once. 

Candidates should send their CV with current salary details to Lucy Bloomfield, Enron Europe Limited, Four Mil [bank, London SWIP 3ET. Fax: 0171 970 7859 
email: lbloomfield@enron.oo.uk For more Information on Enron visit http//www.en rofi-co m 


Senior Project 
Accountant 

This is a new and varied role that will support various 
aspe ct s of the finandaJ operations area. Initial focus wifi be 
on die co-onfinatkxi of finance activities In our gro wing 
group of European offices. This will involve the review and 
re-engineering of inter and imra office processes. You wifi 
abo offer support on special Initiatives for example. 
Identifying and addressing training needs for this group. 

The Ideal candidate will be a qualified accountant with 
a broad range of experience In a number of commen fl al 
environments. 

As well as strong systems skills you will abo need to be a 
seif starter who Is able to interface vrefl with teams and 
abo take responsibility for your own Individual projects 

This wHI be a truly pan European role and will involve 
some European traveL 


Do you want to influence the complex and 
diverse financing and capital raising 
operation of a privately owned professional 
services firm? Are you attracted to one with 
an investment grade rating and revenues 
approaching 56 billion? And can you see 
foe long -term career advantages of being 
part of a global operation growing at 15% 
per annum? 

Arthur Andersen is a global network of 
m a] ti -disciplinary professional services 
firms which provide assurance, business 
advisory, corporate finance, tax, legal 
and consulting services to clients in 78 
countries worldwide. Following a 
realignment of resources, we have 
restructured our global treasury operation 
and created new opportunities within the 
London treasury centre. This centre wffl be 
primarily responsible for co-ordinating 
global capital and debt financing, 
global liquidity management and the 
implementation of treasury management 
initiatives to enhance the financial 
positions of member firms in the EMEIA 
(Europe; Middle East, India and Africa) 
and Asia Pacific regions. 

As International Treasury Manager, 
yon wffl have an integral part to play in file 
growth of an operation which is global, yet 
capable of responding effectively to local 
needs. Your abjective will be to manage 


global liquidity through on in-luuiw 
bank structure and co-ordinate a range of 
treasury services to member firms across 
the EMEIA region. You will abo depute* 
for; and report to, the International 
Treasurer, providing support to establish 
the new London team and assisting with 
the management of capital and debt 
financing activities on a worldwide bods. 

This is a postkm which offers a high 
level of responsibility and considerable 
potential for growth. To be considered, you 
must have at least 5 years' {Wt qualification 
experience within a blue-chip international 
treasury environment, professional services 
firm or corporate bank and demonstrate <i 
thorough knowledge of the EMEIA region 
A relevant Masters degree or AC A/ ACT 
qualification would be on asset In addition, 
you must be on open communicator and a 
confident team player with the credibility to 
earn respect at an levels. 

The remuneration package inchidrs an 
extremely competitive salary, discretionary 
bonus, cu and other benefits including 
contributory pension scheme and health 
insurance- 

To apply, please send a full CV, quoting 
ref: 2242. to: The Response Management 
Service, .Associates in Advertising (ALAI. 

5 St John's Lane. London EClM 4BH. 
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Group Finance Director 

International Media & Communications Group 


BARCELONA 


Company Profile 
This privately owned business publishes 
newspapers, books and magazines and has 
substantial radio and TV investments. The group has 
over 1300 employees and a turnover of £140 
million. The company Is expanding internationally 
and is now actively pursuing acquisitions in Europe, 
Australia and the United States. 

An exceptional Finance Director is now sought to 
bead up the international finance function and to 
provide valuable input to the group's strategic 
decision making process. 

Role 

Reporting to the Chairman, the appointee will be 
responsible for the preparation of financial and 
management accounts, budgets and business 
plans and will ensure that there are satisfactory 
internal controls and procedures in place. 

Provide financial guidance and leadership 
to the management ream on the 
feasibility of potential acquisitions and 
negotiate appropriate funding 
arrangements. 


Assess the information technology requirements of 
the group and oversee the implementation and 
development of any necessary improvements. 
Manage and motivate the finandaJ management 
teams In Spain and in overseas subsidiary companies. 

Candidate 

A graduate qualified Accountant or an MBA 
At least ID ) ears' post qualification experience, 
ideally in publishing or media. 

Essential to have international experience, 
preferably in AusuuUa/USA. 

IT literate and pro-actively supportive of new 
technology initiatives. 

A team player and builder; able to communicate 
effectively to other functional disciplines. 

Bilingual in English and. Spanish. 


HEAD OF INTERNAL AUDIT 


The National Bank of Ras Al-Khaimmh It one of six National Banks in the United Arab Emirates and provides 
a foil range of Retail and Corporate Services through a network, of eight branches. 

Due to internal restructuring and to support expansion plans a new position has arisen for a Head of Internal 
Audit, a senior management position reporting direct to the Board of Directors through the Chairman of the 
Audit Committee 


To build and manage the internal audit Auction 
within the Bank. 

To develop and conduct operational and 
financial risk based audits. 

To ensure effective internal control processes axe 
implemented and adhered to. 

To Identify and champion ways of Improving 
operational efficiency. 

To play a key role in the training and 
development of young National recruits. 


salification 

Bright, ambitions Chartered Accountant with a 
minimum of 7 years audit experience gained in 
an international firm/bank. 

Knowledge of risk based audit concepts and IT 
audit. 

Strong leadership, coaching and communication 
skills. 




Please write in confidence, with CV and 
salary details (In Engli sh, and /or Spanish) 
Wt Geoffrey Matber /Javier Carrasco, 

MSL Search and Selection. 178-202 Great 
Portland Street, London WIN 6JJ. 

Please quote ref e ren ce; FS213. 


We offer a competitive tax-free salary including car, performance bonus and other benefits. 

Please send full personal and career details to Mr Graham Honeybfll, General Manager, The National Bank 
ofRas Ai-Kha lma h, P.O. Box 5300, Ras Al- Kh ai m ah, United Arab Emirates by mall or by fax (009717- 
223238) or by E-rnafl (nbrakho@etnirates.net.ae). 


SEARCH AND SELECTION 


UK Finance Director 

The World’s Largest Independent Biotechnology Company 


Cambridge 


Excellent 

Package 


Amgen Inc is commercially the most successful company to come out of the new age of biotechnology. Revenues in 1997 
exceeded $2.4 billion. 

In the UK, Amgen Limited, combines the European Clinical Development Centre together with the National Operaring 
Company. A dynamic Finance Director is required who will bring strategic vision and business acumen to a rapidly evolving 
organisation. The broad business context, the pace of change and a performance driven culture will stretch even the 
most capable. 


THE POSITION 

• An outstanding opportunity to play an influential role 
in ensuring the operation develops and achieves its 
commercial strategy. 

• Raise the profile of the finance function to ensure best 
return and 'added value' throughout die organisation. 

■ Reporting to the General Manager, responsible for the 
UK finance (unction including financial control, 
budgeting, taxation, audit and management of 
professional advisors. 

• Ensure effective systems and procedures are operational 
with a focus on ‘best practice’. 


QUALIFICATIONS 

* Qualified accountant ACA or ACCA, possibly with an 
MBA and 8-10 years post qualification experience 
gained in rapid growth organisations with focus on sales 
and marketing. 

* Intellectually bright, highly analytical with the ability to 
contribute to company strategy. 

■ A team player with the proven ability to direct > manage, 
deliver and thrive within a challenging environment. 

* Exceptional communication and interpersonal skills 
with a high degree of flexibility. 

* Leadership and presence with the ability to influence. 


This is an exceptional opportunity providing significant personal and professional development within the major force 
in biotechnology. 


Interested candidates should write enclosing full career and salary details, quoting reference 2512 to the advising 
consultants Julie Gilgrtat or Richard Wilson, Consumer Division, Questor International, 3 Burlington Gardens, 
London WIX 1LE- Tel: 0171 292 8300, Fa® 0171 287 5457. e-mail: gail@quenorim.com 




QUESTOR INTERNATIONAL 


Appointments Advertising 


appears in the UK edition every Wednesday fie Thursday and in the Internationa] edition every Friday. 
For information on advertising in this section please call 
Kari Loynton 0171873 3694 


Recruitment 

Consultants 

Directory 

Corporate advertising can 
help differentiate your 
brand from your 
competitors. 

In today’s competitive 
environment 
every tool for winning 
market share is vital. 

Contact: 

Ben Bonney- James 
on 0171 873 4015 

FINANCIAL TIM FS 

No FT. no comment. 


LONDON AND CAPITAL 


International Business Analyst 

The African Lakes Corporation PLC 


LONDON 


ATTRACTIVE PACKAGE 


Outstanding young MBA with accounting qualification and 
experience of business analysis required for London based PLC 
positioned for development through investment, primarily in east, 
central and southern Africa. 

This is a key appointment reporting to the Group Chief Executive 
Main responsibilities will be investment analysis and evaluation,’ 
business planning and operations review. 

With presence in Automotive, IT Supplies, Hotels and Plantations, 
the Company's strategy is also to grow in new categories where it 
can achieve foremost positions by the expert supply of widely 
recognised goods and services that enhance corporate and personal 
effectiveness, and the quality of life. 

An attractive package would be tailored for the successful 
candidate. The growth of the business to which this role is 
directed will provide scope for professional development. 

The ability to contribute effectively when working in different 
cultures, collaborating with colleagues, professional advisers and 
strangers, and often working to challenging time-tables, are all 
important factors for success and well being. Strong communication 
stalls and a mind set which moves instinctively from analysis lo the 
implications for action will be expected. 

Qualified women or men with an interest in the region, a high level 
Of personal energy and a desire to join a team where they can make 
a difference should wme, enclosing a full CV with current salary 
details, to? * 


The Chief Executive 
The African Lakes Corporation PLC 
47 b Weibeck street London WlM 7HE 
Tel: 0171 436 3424 Fax: 0171 486 3423 



International Administration Manager, 
Isle of Man 


wmmmmm bw e.£45,ooo 

London and Capital, the Independent International Investment Advisors, 
seek a senior Hands-on manager to head the group's International 
administration operations In the Isle of Man. 

Requireme n ts: 

■ sound Investment knowledge gained In an international environment: 
■ very good hands-on IT related skills; ■ experience In motivating a 
small but efficient team; and ■ Finance Director background. 

PImm send evs to: 

Personnel Dept, 

London and Capital pic, 

15 Berners Street, London W1P 3DE 


fes Echos 

^Quo6t6e*&rEtt*«*m* 

The FT can help you reach 
additional business readers in 
France. Our link with the French ' i 
business newspaper. Les Echos, '• 1 
gives you a unique recruitment 
advertising opportunity to capitalise 
on the FTs European readership and 
to further target the French business 
world. 

For information on rates and further 

details please telephone: 

Karl Loynton on 
+44 171 873 3694 










;W*V- 
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LONDON 


Finance Director 

c £150,000 plus performance related bonus 

w «»ria's foremast maltinational corporations, our client is a lone established and hjehly 
oriSiinJl*^ firm. Acknowledged as a market leader in its field of operation, the firm is strengthening its 

Lmn , *? WeD “ significantly extending its geographic reach. H is recognised Siat a more 
™nreonoauy aligned finance function is essential to drive the business strategy forward. An experienced, finance 
professional is now required to join the senior management team. 

The Position 

■ W<*jcs closely with the CWef Executive, providing 
Hie deasion support capabiliHes to provide financial 
direction to the business. 

■ Leads a finance function of 100 staff, providing 
management accounting and financial control to 
support uie business worldwide, including reporting, 
budgeting, treasury and taxation. 

■ Participates actively in the development and 

implementation of global business strategy. 

■ Develops business and financial information systems 
with the Information Systems Department 

■ Manage business finance projects to enhance profitabffitv. 


The Requirements 

■ A qualified accountant with a proven track record 
in a senior financial role with an international blue 
drip organisation, with the energy and wisdom to 
lead the finance function. 

■ Possess a thorough understanding of all aspects of 
business accounting, treasury, taxation ana 
information technology. 

■ Demonstrate the diplomacy and persuasive skills to 
influence the derision making process at the highest 
level as a member of the management board. 

■ ' Have a strong commercial and business facing 

orientation, and a commitment to make the finance 
function add value. 


Please send your CV with Current salary details bo: Altematxvdy 

David Burton, K/F Selection, 25C Regent Street, IX or by e-mail' t 
London W1R6HL, quoting refc 90068/D/M. fr Internet Horz 


send by tax on 0171-312 3380 
to k&-kmdonSknmfefTy^om 
Internet Home Page: httpf/www. 


K/F 



A DIVISION OF KOKN/FE8 ft Y INTERNATIONAL 


Strategic Planning Analyst 


Corporate 


London 


Abbey National is one of the leading UK financial 
service companies. The first building society to become 
a pic, it has diversified well, beyond its mortage and 
savings base into a unde range of retail financial services 
and treasury activities. The group has consistently 
delivered excellent return to shareholders and remains 
as ambitious as ever. 

The team: 

• Formulates group strategy 

■ finds solutions to major strategic issues 

■ Develops new business opportunities via joint 
venture anti acquisition 

■ Manages the three year planning process - 

• Works with business unit management on critical 
strategic issues 

The opportunity: 

• To use your accounting skills to make a difference 
to the strategy of a FTSE top-20 company 

■ To evaluate acquisition and joint venture opportunities 

• To get hands on experience of shareholder 
value modelling 

• To give your opinion not just do the numbers 

■ Career development opportunities in a 
major company 


Development 

c.£40,000 plus profit share 

The person: 

• A degree (preferably 21 or betser) 

* A professional accounting qualification (ideally first 
time posses) 

* 2 years pqe with some experience of financial 
analysis, business plan preporatlon/evaJuation 
orM&A 

• financial model building skSIs or a strong desire to 
develop In this area 

■ ability to build credibility with senior executives 

■ the confidence and independence to challenge 
.. • ■ a pro-active and self starting approach 

■ the commercial judgement to make all 
this useful 

To apply please writs with your CV. quoting reference 

1 0726, to Abbey National Recruitment Services. Abbey 

House, PO Box 964, Central hHkon Keynes MK9 I AG. 
. Closing date 0th October 1998. 

Abbey hfetionaJ positively welcomes applications 

from every section of the community 


f 


ABBE* . 
NATIONAL 
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Practice 

Manager 


Surrey 


£ Negotiable Package 




Olt efient is a progressive legal practice that provides a , 
comprehensive range of legal services to commerc ia l and prfwte 
clients in and around Surrey The firm was founded in 1935 and has 
achieved Its current status through both organic growth and merger. 
The partners now wish to consoBdate on reesnt success and to 
devekjp the &mk strategy which wi take them Into the next mUenriim 

Central to the success of this strategy is the appointment of a 
■commerciaJ and financially orientated manager who wffl work closely 
with this professional partnership to achieve ther ambitious yet 
rs^sfic goals.' Reporting to the Managing Partner, you wB be 
-rasponsfcle for developing the management, finance, information 
technology and general administration functions of the firm. Additional 
r86ponsfaities wffl encompass staff training and marketing of the fimrs 
services: The scope of the role win grow as you develop into the job. 

This Is an exciting oppcrtirfty fix’ a qualified accountant with 
commercial experience to play eh Important rote ri developing a 
legal practice. You wi.be a good communicator, have a strong 
understanding of IT anti be able to demonstrate a successful track 
record in business and financial planning. 

In the first instance please send your career details to Gaynor 
Johnson or Chris Denlngton at Grant Thornton, Grant Thornton 
House, Melton Street. London NWl 2 BP. If you wish to discuss 
the matter further cafi them cm 0171-728-2287. 

E-mai mcs@gt-london.co.uk 

Grant Thornton 

The UK mecoCar frm at Cmrt nwrrffiyi Iniematcna) 
?LSH.‘t=.-7-JAaa jr i wrwT.-s’nrr.-.T?' s. ~ — -?i 



The City 

Our client is an inteniabonal services organisation 
presently undergoing rapid change. A dynamic, 
client-focused business -with -1400 staff, it is a top 
name In Its sector. 

Following reorganisation they are now looking 
for a manager to perform a key role within the’" 
Finance Department 

Reporting to the UK Financial Controller, you - v. T 
will supervise a team of ten. The role involves \ 
production of regular reporting and financial 
information, analysis and con troi of expenditure 
plus preparation and monitoring of multicurrency 
cash flows. You will also be required to identify 
areas of improvement to the financial and 


c£40 9 000 + Benefits 

accounting systems, present your recommendations 
and implement the necessary changes, 
ide^fy a graduate and ACA/ACCA, you should have 
a minimum of 2 years' pqe in financial accounting, 
preferably in professional services, with a strong 
Baade record of staff supervision. 

fn addition to the highly compettfive salary our 
client otters a full package of benefits. 


To apply please contact John McLeman at 
Robert Half international, Walter House, 
418 The Strand, London WC2R OPT. 

Teh 0171 395 9600. Fax: 0171 838 4942. 
E-tnafl: westend@roberthaff.co.uk 


[Robert Half, 


isron of Robert H.ilf Intoi 


® London • Brussels • Paris •Amsterdam 
New York and over 200 offices worldwide 




PROVIDENT 

FINANCIAL 


BRADFORD 


C. £50,000 PACKAGE 


Company Profile 

Protidem Financial ptc b a feted ftxuncul xnlto 
primp un the FTSE 100 reserve lisi, wtfh a market 
opluBntiiw of £ 2 .$ billion. | n aciriliio are focused 
an consumer credit. both UK and imcmaioaalk.axid 
moles' insurance. 

The group reported profits for I9yr of *136 million 
and a the end of June 1998 ii had hornnrinRS of 
■£260 million and iftlcrcst earning imesmctHs of 
£291 million. 

Role 

Mainata adequate medium term funding on cost 
effective terms and monitor borrowings and imnet 
cosb against agreed budget*. 

Maintain and develop effective ndalaosbhlps with 
bankers and other tenders m eoniuneuon with the 
Finance Director. 

PRMCCt group profits against adverse 
movements in mtenst rates and foreign 
exchange rates. 

Review investment pubes and ensure 
insurance subsidiaries comph with 
agreed policies and limits 



ACt as a key member of the group's Treasury 
Osnmntiee and work closely with the finance 
function oqadboc protects 

Candidate 

Graduate Chartered Accountam and, kJcaHtjUTT 
qualified or pan-qualified. 

Experience within a pm-aaivr treasury department 
with exposure to interest rate hedging products, 
management of foreign esdunge exposures and the 
negotiation oi humming facilities 
Good cunumuurotmn and presentation sUH* nnh the 
abflin to form cficctivr working relationships both 
infernally and extcnuliy 
Sdf motivated. energriKT and results onenutrd 
A knowledge of the financial services tndusin woakl 
be useful 

capable of progressing into a general financul 
manaHcmeni rokr m due course. 

Please write in confidence, w ith full ctiw 
and salary detafls, to Geoffrey Mather, MSL 
Search and SeJrctloo, 

178-202 Great Portland Street. 

London win 6JJ, .Alternatively apply 
on-Bnc via Use Monster Board 
Imp^/www. moos* er-co.uk 


SEARCH AND SELECTION 



DOCKLANDS 


Finance Manager 

Setting world class standards in financial systems 

C. £50,000 + CAR ALLOWANCE & GENEROUS FLEXIBLE BENEFITS 


Organisational Profile 

• The Financial Services Authority <FSA) is the new 
integrated regulatory authority for the IK 
financial services industry The Fist's influence will 
ultimately extend to cover banking, securities and 
investments, building societies, insurance, 
friendly societies and credit unions. 

• it aims to be a world-class model in financial 
services re&datian, respected for its eff ectiveness, 
integrity and expertise, both at home and 
internationally. 

Sole 

■ Reporting to the Financial Controller, to lead 
and motivate a high calibre team and be a key 
member of the Finance Department. 

• Responsible for the preparation of the statutory 
accounts and for the provision of financial data 
to the Board. Finance and Audit Committees. 

• Act as the principal point of contact with 
external and internal auditors. 

• Actively contribute to the development 
of new accounting systems and 
reporting to create a world dass 
model in financial services regulation. 



“ As a senior member ofFSA’s Finance Department, 
this is an exciting career opportunity id introduce 
fresh thinking into a high profile organisation with 
the chance to make a rwl impact. 

Candidate 

• A graduate and a qualified accountant you will 
have a demonstrable track record in leading 
teams and In providing first class financial 
information. 

• Must have a good understanding of accounting 
procedures and controls, as well as a strong 
interest in personal and corporate tax. IT literacy 
is essential. 

• A team builder and motivator with proven 
communication skills and a commitment to 
excellence in service standards. 

Please write in confidence with full career 
and salary details to Allan Watson, MSL 
Search and Selection, 178-202 Great 
Portland Street, London WIN 6JJ. 

Tet 0171 631 2372. 

Fax : 0171 631 2370. 

Hrew quote rr-frrf.w immW K71K 


SEARCH AND SELECTION 


1 in vein padia Britannic;! 


Ever wished your role 
was more INTERACTIVE? 

FINANCE DIRECTOR Sutton, Surrey To £60K package 

For die past tvro centuries, the fatcydopaeda Britannia has been the classic model of excellence in information publishing. 
Embracing changes in technology and the marketplace, their products are now very much at the cutting edge of new media. 
It's an exciting dme for this major gioba! enterprise. And for the ambitious finance professional who joins our international 
headquarters, its a unique opportunity to influence and interact with key areas of our fast-moving operations. 

Far from being restricted in your role, you! take a wide-ranging overview; primary ensuring the Integrity of die business 
from a financial perspective, as weB as beipg involved in legal issues, strategic planning, outsource and operational management, 
even Human Resources. 

Above an else, however, this is a hands-on role in which you must look to win the confidence of a dynamic senior executive 
team. For tWs reason, tw wff expea you to be a Chartered Accountant with at least S years* commensal experience - backed 
up by real intellectual agSqtan ability to drive change, self-motivation and computer Bceracy. 

For a pro-active and mute-talented imfividual the prospects are there for the taking. Befitting the senioriiy and scope of the 
role, you can also expect a highly competitive remuneration package with a hid range of benefits. 

Please call or write with salary deoils quoting reference EBFT01 to Cart Mullins. The Lloyd Group, Alhambra House, 
27-31 Charing Cross Road, London WC2H QAU.Tet 0171 9305161 Roc 0171 925 2220 gTBibexec@thelk)ydgro<^ 


THE LLOYD GROUP 


MANAGER - BANKING & FINANCIAL SERVICES 

COVENT GARDEN £100,000 OTE 

Since a management buy-in, buy-out in December 1997, DLA has gone from 
strength to strength. New offices have been opened in Sydney, Auckland, Cape 
Town, Johannesburg and Moscow. Joint ventures have been established in Dublin 
and Limerick and an associated firm relationship has been developed in Hong Kong. 
In addition, the recent acquisition of specialist banking recruitment consultancy 
Gordon Brown & Associates has considerably strengthened our Banking and 
Financial Services presence in the City. 

Against this background of dynamic growth and expansion, the permanent Banking 
Division in our Covent Garden office now requires an experienced Consultant to 
manage the team and spearhead ambitious growth plans in the run up to a planned 
flotation. A City office for this team is a distinct possibility. 

Ideal carrcSdstes will possess a minimum of 4 years banking and financial services 
recruitment experience and be able to demonstrate a strong track record as a 
business developer and fee earner. This efiviston has been in existence since 1989 
and Is now well placed to benefit from significant further tevestment 


DLA 


Interested individuals should send their CV to Gary Johnson, 
Director Banking & Finance Division, 






DLA Recruitment Consultants, 10 Bedford Street, London WC2E SHE 
Tel: 0171 420 8000 • Fax 0171 379 4820 • E-maK lnfo0dhLCO.uk 

DLA WORLDWIDE: LONDON - AUCKLAND • CAPE TOWN • DUBLIN • EDINBURGH ■ GLASGOW ■ JOHANNESBURG • MOSCOW - SYDNEY 
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IT Appointments 





SERVICE DELIVERY 
DIRECTORS 


A Passion For Excellence 


Locations Flexible 


Six Figure Packages 


ICL is a leading international IT systems and services company with 
revenues of £2.5bn. currently 90 owned by Fujitsu of Japan. 

The group will float in the year 2000. having completed the transition 
from a manufacturing and hardware provider to a company selling 
software and service solutions. Customers include Marks & Spencer. 
Barclays. BT. BG. Scottish Power and ICL has a number of strategic 
alliances including Microsoft. As part of the continuing change 
programme, the organisation has restructured the business to 
create a NEW ICL with quality and reliability of service delivery 
as key drivers. 

ICL is seeking Service Delivery Directors who will have ultimate authority for 
the world class provision of all service fo ICL's customers, ensuring the 
highest level of customer satisfaction is maintained. Working closely with 
the Client Director, you will have significant P&L responsibility and act as a 
principal point-of-contacf for your customer, realising the NEW ICL culture for 
the customer by bridging any gaps and providing a single interface for all 
contracted activities performed by the ICL group. 

Of graduate calibre, you will have in depth knowledge of delivering service 
in a particular industry sector, preferably retail, utilities, government, 
telecommimfirations or financial services, and will have insight into how 
technology can be harnessed in this sector. Committed to world class service 
and quality, you will be known for your record of exceeding targets, working 
with your customer to develop superior service through a deep understanding 
of their current and future needs. With excellent business management skills, 
you will be adept at developing and maintaining deep relationships with 
your customer. 

Unafraid of taking responsibility, you will have strong organisational skills, a 
strategic perspective and the will to see this through. Change management 
will be a strength. You have strong interpersonal skills and written 
communication skills and will be experienced working at Board level and 
influencing across the company. You will have proven excellent leadership 
skills in effecting major change and service delivery to your customers. With 
a high achievement orientation, success in this role will lead to a range of 
opportunities within the ICL Group. 


Please apply in writing quoting reference 291 1FT with 
lull career and salary details to: Helen Roberts, 
Whitehead Selection. 11 Hill Street, London W1X 8BB 
Tel: 0171 290 2124 Fox: 0171 290 2085 
www.whiteheadselection.co.uk 


C twntjHB mm frotwoioty 




Banking IT Opportunities 

Investment Banking Asset Management 

Michael Page Technology ant specialists in recruiting permanent IT professionals Into the banking and 
finance sector. Oar consultants era specially trained to recruit technology p ro f es sionals as wall as 
understand the business of financial services. In parallel to our Increasing City IT profile, these 
outstanding opportunities have seen created: 

Senior Business Analyst 

Front Office £60-70,000 

Liaising extensively with the users and analysing them of working on client server developments and multi 

with a view towards ciiem/server solution, you will be user systems essential (Sybase ideally). Banking and/ 

experienced in process and data modelling. Experience or finance experience preferred. Ref FT454472/AD 

Project Manager 

Global Financial Systems £40-60,000 

Working in a specialised team of project leaders, you accounting/ finance is essential, combined with a 

will work on behalf of die business to drive it projects proven structured project management background, 

through the project lifecycle. A strong understanding of Ref FT447861/AD 


Equities 

Working closely with the business analysing 
requirements, you will develop technical solutions in 
C++. The application is 3-tier and the user front end 


Analyst Programmer 


£45-65,000 

written is Java. HTML C++. 00 and RDBMS experience 
is essential. Banking knowledge preferred. 

Ref FT453457/AD 


Interested candidates should contact Annahe Davies at Michael Page Technology, Page House. 39-41 Parker Street, 
London WC2B 5LN or telephone heron 0171 269 2350, fax 0171 831 7182 or 
e-mail; annaliedavies9inichaelpage.com www.michaelpage.com 

Michael Page 

TECHNOLOGY 

Australia • China • France - Germany * Hong Kent * Italy • Netherlands • New Zealand - Singapore - Spain • UK - US A 
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Front Office Developer 


fvV.Givrjor Boy.ill Ay.-ocidtor> .lie onr of 
in-! UK':. Ic.niiiMj lin.ii;oal market;; IT 
selection coii»tjlUinnos We work in 
liarinof'.liip will; major UK xnrJ 
iMirwnanon;il invi;;tment hank:, 
secur.'livr. firm ^ anil kind m.'mjgeis in 
rvc.nitiiKj the very be 1 1 inform. iiicm 
ti.’dinologist'j with butine?.; knowledge 

In . terj/.y';; market, your fixed income 
r:xi>rriiHtr.u .nul your technology skill:, 
combine to make you ;i key recruit to 
many of our client-.. Your next career 
move needs to capitalist on tin-, 
t.'X|)itrit-nci a ami ensure that you attain 
m.iliVnc and exciting career piogicsiioiv 
You may lind tins in the posiiion outlined 
m this advert If not you now have 
jccess to our dedicated fixed income IT 
web-page listed below 

Can you afford not to take note? 


to £50,000 + bonus + benefits 

Our client is a major US investment bBnk-They currently have an opportunity for a 
technologist to join a fixed income quantitative consultancy team responsible for 
developing key systems to meet investment objectives. 


The role is... 

■ to develop new data sourcing and 
validation tools; 

■ to develop diagnostic tools for 
resolving pricing discrepancies; 

• to enhance and develop a web- 
based index data enquiry tool; 

• to develop new portfolio and liability 
management tools. 


You wHL. 

■ have knowledge of fixed income 
products; 

• have a minimum of two years' 

experience of C or C++ 

programming with a good 

grounding in Sybase (or another 
RDBMS); 

• ba proficient at Unix script writing; 

■ ideally demonstrate a knowledge of 
NT Excel and VB. 


.McGregor 


For further Information, pleas* contact Helen Daakin or Fiona Wright on 
0171 80S 1420. Alternatively, send your CM. quoting reference FIFTHS » 
McGregor Boyall Associates, 114 Middlesex Street. London El 7JH. 
Fax: 0171 247 7475. Email: hdeeklnSmcgregor-boyall.com 
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WWW. 


. megregor-boy all . com /fixedincome J I 


Spot the difference 


Opportunities for: 

Business Development Managers/ 
Account Managers 

Business Consultants/Business Analysts 
Programme/Project Managers 
Technical Consultants ‘‘c 



£ Excellent, UK and international locations 

Everyone docs things differently and you’re no exception. You might have 
the same skills as a colleague, but your approach is different, you bring 
new insights and see things that others miss. Your individuality Is your/* c: . 
greatest asset, but you also understand the value of teams and the t 
contribution that you make working wltW^ iJjSnC “ >• : 

Admiral Management Servi ceSapppaach Is based on n^fta^yfr^^faest 
advice, but having the confidence to implement, manage and afftfer?*-- . 
solution;. Achieving this requires a strong culture with a coeV^trh^Wlo 
• qu*fity thoroughness ary|4tonesty. Values you’ll recognise is Being ' *** ■ 
important in your ovy^-work. •’ i)p 

' ■ *■ . ■>* 

With technical skiify.'practical experience ofaddressk^f business issues 

and a pragmatic, open and flexible be looking to 

develop yourtai*fer in a delivery-focused* environment. Mobility Is key 
as you win work at client sites, implementing IT programmes and 
detivering qbafity solutions that help our clients succeed. 


You .ire invited -o our fcrciicouitnjj Open Days 
‘jeii'.r hold between 12 noon and Spnt irv 

London 24 Sept. S’.’.ios Sr Envint. 

Bristol 29 Sept. H.lron Nation.-.! 

Swindon l 3 Oct. Hilton National 

De rby 20 Oct. For te Posthoi.iso 

Coventry 22 Oct. Courtyard by Mriirjort 

Edinburgh 27 Oct. Strike. Growenor 

" > ■’ IV. •••:•!!. A*-.:, s-vs'. -,r So, oicc-,. 

: • 0*2/t *34678. f*» : 01 ?76 o'? 1028 


Company 

U.S. Based company expanding to Europe 
Post 

Programmer/Analyst. LUC based in South West 
London area 

Qualifications 

Batchelors Degree plus one or more of 
following skills: C.C++, Visual Basic, 
PoweibulJder, Oracle, Sybase, mainframe 

(CObOl. CICS. JCL 1X2.) 

Work Experience 
Minimum 2 years 
Salary 

£30K to £50K Depending on experience 

Apply 

Box A 6220 , Financial Times, 

One Southwark Bridge, 

London SE1 9HL 


jlnir.l 


FT IT Recruitment appears each 
Wednesday in the UK edition, and 
each Friday in the international 
edition 


For mere Information on how to roach tha top IT 
professional* In buslnoaa call; 

Rob Qiimshaw 
on -44 X71 873 377* 



Front Office Business Analyst 


McGirvjor Boyr.lt Asr.xci.-jtr- ..ro on,; of 
Ui‘j UK fiit.mc.Ul market-.. IT 

■..election tciii':.(iltanci,:i Wu wuili m 
[Kiilnorship with m.ijoi UK jiicJ 
ir\t ernatson.'il invu'jtmnnt bnnks. 
•jiM: untie;'. firm:. ;md fund miiuiger-; in 
reuniting the very be;.t inform. men 
technologist:, with hii'jinejj knowledge 
In today Y. market, your r-quitres 
experience and your technology skill;* 
combine to make you ,i key recruit let 
many, o! our client:. Your next career 
move need:, to capitalise on this 
experience and ensure that you attain 
realistic anil exciting career progression. 
You may find this m the position 
outlined in this advert. If not. you now' 
have access to our dedicated equities IT 
meti-pagi* listed below. 

Can you afford not to take note ■* 


to £60,000 + bonus + benefits 

Our client is one of the world's largest and most successful Investment banks. 
They are currently seeking e business analyst to join the Equity Front Office and 
Risk development team. 



LEADING EUROPEAN INVESTMENT BANK 

CENTRAL LONDON 


The role is... 

• to work closely with development 
teams and systems users; 

■ to act as the senior member of a 
cross-system analysis team; 

• to work in a technical environment 
whose major tools are Sybase, 
C++, VB5, Unix. NT and 
Poworbuildar. 


You will... 

• be educated to degree level (ideally 
in a numerate discipline); 

■ possess solid business analysis 
skills end equities experience; 

• have exposure to systems 
implementation and a working 
knowledge of relational databases 
(any exposure to CASE tools, Unix 
and Sybase is advantageous). 


For furthar Information , please contact Helen Doakin or Fiope Wright on 
0171 808 1420. Alternatively, send your CM, quoting reference EQFT124 to 
McGregor Boyall Associates, 114 Middlesex Street. London El 7JH. 
Fex: 0171 247 7475. EmeU: h deakln Sfmcgregor-bayall.com 


EQUITY DERIVATIVES IT 
TO £50K + BONUS 

VC++, NT, COUIDCOM, SQL, ATUSTL 
To completely re-engineer the equity derivative and 
swaps trading desks including building the model 
framework, trading systems and integration to 
mid-office risk control You will need a minimum of 
12 months’ development/software engineering 
experience developing to tight time-scales together 
with a highly numerate degree and excellent 

m m mi miration alnllfl This hunk is Baking a nnmhp r 
of top-dass Developers and Prqject Managers. 


FIXED INCOME ANALYTICS 

TO £70K + BONUS 
C++, UNIX, CORBA 

To join a small global team developing pricing 
mk systems and libraries for new exotic fixed 
income and interest rate products. You will 
need a minimum of 12 months' front-off, C e 
experience. A good maths related degree is 
essential as is your enthusiasm and a flexible 
approach to problem solving. 



In the strictest confidence, please send a full CV to Craig Millar at Millar Associates, 6 Sloane Stre 
Knightsbridge, London SW1X 9LE. Please quote reference ~FT2309 Tel: 0171 823 2222. Fax: 0171 fm *>nn 
E-maib millarassodates@swLtelme.com 


Millar Associates 

INTERNATIONAL SEARCH G SELECTION 
















